City of Philadelphia

PENNSYLVANIA
Founded 1682

S [l ] -

‘ I I. ‘.I l ‘E‘lll |

e .".-}I:-‘:,_. P T v :ﬂ:_;"_‘_-._h_ B S WD 1

e Lt . =1 T . - ‘.ri-‘-;'..‘
8y TN ¥

President's House

Comprehensive Annual Report
Fiscal Year Ended June 30, 2011



City of Philadelphia

PENNSYLVANIA

Comprehensive Annual Financial Report

Fiscal Year Ended June 30, 2011

Michael Nutter
Mayor

Prepared by:

Office of the Director of Finance

Rob Dubow

Director of Finance

Michael J. Kauffman
Accounting Director



Office of the Director of Finance e 1330 MSB < Philadelphia, PA 19102



City of Philadelphia
Comprehensive Annual Financial Report
For the Fiscal Year Ended June 30, 2011

Table of Contents
Introductory Section
Letter Of TranSMITEAL.........coiiiiii e et e et ae e e e sntae e e ennees 1
GFOA Certificate of ACNIEVEMENT ........uviiiiiiiii e srree e 6
(@ (o= a1 4= 11 [0 4= U @4 o - T o PR 7
List of Elected and Appointed OffiCialS ..........uuviiiiie i 8
Financial Section
Independent Auditor’s Report..............oooiiiiiiiii 11
Management’s Discussion and ANalySiS...........cccvviii i 13

Basic Financial Statements

Exhibit |
Exhibit 1

Government Wide Financial Statements
SEAEMENT OF NEE ASSELS ...eeeieeiiii it e e e et e e e e e et s e e e s eesbab s eeeeeeaesranss 28
Statement of Activities

Fund Financial Statements
Governmental Funds Financial Statements

Exhibit 111 BalanCe ShEEL ... e 30
Exhibit 1V Statement of Revenues, Expenditures and Changes in Fund Balances.................. 31
Exhibit V Reconciliation of the Statement of Revenues, Expenditures and Changes in
Fund Balances of Governmental Funds to the Statement of Activities............... 32
Proprietary Funds Financial Statements
Exhibit VI Statement Of FUNA NEE ASSELS ...oooiiiiiieiiiiiie et 33
Exhibit VII Statement of Revenues, Expenses and Changes in Fund Net Assets.................... 34
Exhibit VIII Statement of Cash FIOWS ... 35
Fiduciary Funds Financial Statements
Exhibit 1X StatemeNt Of NET ASSELS....ccii i a e e e s e nraeaeeeee s 36
Exhibit X Statement of Changes iN NEt ASSELS ....cocuviiiiiiiiiee e 37
Component Units Financial Statements
Exhibit XI StatemMeNt Of NEt ASSELS .....iiiiiiiiie i sneeeas 38
Exhibit XII StatemeNnt Of ACHVITIES ...cooiiiiiiiie e 39
Exhibit XIII  Notes to the Financial Statements ................ccccco i 41

Required Supplementary Information Other than Management’s Discussion and Analysis

Budgetary Comparison Schedules-Major Funds

Exhibit X1V GENEIAI FUNG....oiiiii ettt e e e e e e s e aabb e e e e e as 120
Exhibit XV HealthChoices Behavioral Health FuNd ..o 121
Exhibit XVI Grants REVENUE FUNG ........oooiiiiiiiiiiee et a e e e e e e e e e s e s nnreeaneeee s 122
Exhibit XVII Pension Plans and Other Post Employment Benefits

— Schedule of FUNING PrOgrESS. .....ocuuiii ittt 123
Exhibit XVIII  Notes to Required Supplementary INformation............cccooeveie e 124



City of Philadelphia
Comprehensive Annual Financial Report
For the Fiscal Year Ended June 30, 2011

Financial Section(Continued)

Other Supplementary Information

Schedule | Combining Balance Sheet - Non-Major Governmental Funds ..........cccccceeveeiviiciiiennnnnn.
Schedule 11 Combining Statement of Revenues, Expenditures and Changes in
Fund Balances - Non-Major Governmental FUNAS..........cccooovveeiiiiiee i
Schedule 111 Combining Statement of Fiduciary Net Assets — Pension Trust Funds............cccccceee...
Schedule IV Combining Statement of Changes in Fiduciary Net Assets—Pension Trust Funds ........
Schedule V Combining Statement of Fiduciary Net Assets - Agency Funds...........ccccccoevniiiiiinnnnnn.
Schedule VI  Statement of Changes in Fiduciary Net Assets - Agency FUNdS..........cccccvviveeeniiiieeenns
Schedule VII  City Related Schedule of Bonded Debt Outstanding............cccccovviieeiiiiieiniiieee e
Schedule VIII  Budgetary Comparison Schedule - Water Operating Fund .............ccccceevviiiiiiiinneennnne
Schedule IX  Budgetary Comparison Schedule - Water Residual Fund............cccccceeeeeiiiiciiiineeee e
Schedule X Budgetary Comparison Schedule - County Liquid Fuels Tax Fund............cccocvvvveeennnnns
Schedule XI  Budgetary Comparison Schedule - Special Gasoline Tax Fund ..............ccccvveeveeennnns
Schedule XIl  Budgetary Comparison Schedule - Hotel Room Rental Tax Fund.............cccccceeeeenis
Schedule XIII Budgetary Comparison Schedule - Aviation Operating Fund.............ccccoooviiiiiieneeennnns
Schedule XIV Budgetary Comparison Schedule - Community Development Fund................ccc.cooe.
Schedule XV  Budgetary Comparison Schedule - Car Rental Tax Fund ...........ccccceeeeiiiiiiiiiis
Schedule XVI Budgetary Comparison Schedule - Housing Trust FUNd ...
Schedule XVII Budgetary Comparison Schedule - General Capital Improvement Funds......................
Schedule XVIII Budgetary Comparison Schedule — Acute Care Hospital Assessment Fund...............
Schedule XIX Schedule of Budgetary Actual and Estimated Revenues and
Obligations — General FUN...........ooioiiiiiiiiie e e e
Schedule XX  Schedule of Budgetary Actual and Estimated Revenues and
Obligations — Water Operating FUNG.............oooiiiiiiiiiiie e
Schedule XXI Schedule of Budgetary Actual and Estimated Revenues and
Obligations — Aviation Operating FUNG. ..........ccooiiiiiiiiiie e

Statistical Section

Table 1
Table 2
Table 3
Table 4
Table 5
Table 6
Table 7
Table 8
Table 9
Table 10
Table 11
Table 12
Table 13
Table 14
Table 15
Table 16
Table 17
Table 18
Table 19
Table 20
Table 21

Net ASSEtS DY COMPONENT .....coiiiiiiiiiieie ettt e e e e st e e e e e e e e e snnbebeeeeaaeaeas
Changes iN NEL ASSELS ......uuiiiiiieei e e e e e e e e e e e s s st re e e e e e e e e sannrnreeeees
Fund Balances-Governmental FUNAS ..........coooiiiiieiiiiiiee e
Changes in Fund Balances-Governmental FUNdS............ccccvveeeeeiiniciiieeece e,
Comparative Schedule of Operations-Municipal Pension Fund............cccccccooevcvivinnnn.n.
Wage and Earnings Tax Taxable INCOME........ccuviiiiiiiieiiieeee et r e e
Direct and Overlapping TaX RAES.......cccciiiiiiiiiiiiiee e e e e e e e e e s srraneeeae e
Principal Wage and Earnings Tax REMILEIS ........ccooiiiiiiiiiieiiiieee e
Assessed Value and Estimated Value of Taxable Property .........cccccoceiviiiiiniienennn
Principal Property TaX PAYEIS .....ccooiiiiiiiiiiiee ettt s
Real Property Taxes Levied and Collected ...........ccoocuvieiiiiiiiiiiie e
Ratios of Outstanding Debt BY TYPE .....coii i
Ratios of General Bonded Debt Outstanding .............ccccoiiiiiiiiiiie e
Direct and Overlapping Governmental Activities Debt............ccooiiiiiiiiiiiiiiiie
Legal Debt Margin INfOrmation.............cooooiiiiiiiiii e
Pledged ReVENUE COVEIAQE ........uuiiiiiieaee ittt e e ettt e e e e e e e e e e e e e e sanbbbaeeaaaeeeaann
Demographic and ECONOMIC StatiSHICS .......c.uvviiiieeeiiiiiiiieie e e e
Principal EMPIOYELS ...t e e e e e e st e e e e e e e e s st aaeeeeaeeennes
Full Time EmPployees by FUNCHON ...........ooii i
Operating Indicators By FUNCHON ...........cooiiiiiiiicc e
Capital Assets Statistics By FUNCHON .........cooiiiiiiiiiiecc e

Cover photo courtesy of Mitchell Leff & Kait Privitera for Mayor's Photography Internship Program



City of Philadelphia

OFFICE OF THE DIRECTOR OF FINANCE ROB DUBOW
1401 John F. Kennedy Blvd. Director of Finance
Suite 1330, Municipal Services Bldg.

Philadelphia, Pennsylvania 19102-1693

February 21, 2012

To the Honorable Mayor, Members of City Council, and the People of the City of Philadelphia:

The Comprehensive Annual Financial Report of the City of Philadelphia for the fiscal year ended June
30, 2011, is hereby submitted. The financial statements were prepared in accordance with Generally
Accepted Accounting Principles in the United States of America (GAAP). Responsibility for both the
accuracy of the data, and the completeness and fairness of the presentation, including all disclosures,
rests with the City.

The Philadelphia Home Rule Charter (Charter) requires an annual audit of all City accounts by the City
Controller, an independently elected official. The Charter further requires that the City Controller
appoint a Certified Public Accountant in charge of auditing. These requirements have been complied
with and the audit done in accordance with Generally Accepted Governmental Auditing Standards
(GAGAS).

Management has provided a narrative to accompany the basic financial statements. This narrative is
known as Management’s Discussion and Analysis (MD&A). This letter of transmittal is designed to
complement MD&A and should be read in conjunction with it.

PROFILE OF THE GOVERNMENT

The City of Philadelphia was founded in 1682 and was merged with the County of Philadelphia in 1854.
The City currently occupies an area of 135 square miles along the Delaware River, serves a population
in excess of 1.5 million and is the hub of a five county metropolitan area including Bucks, Chester,
Delaware and Montgomery Counties in southeast Pennsylvania. The City is governed largely under
the Home Rule Charter, which was adopted by the Electors of the City of Philadelphia on April 17,
1951, and became effective on the first Monday of January, 1952. However, in some matters, including
the issuance of short-term and long-term debt, the City is governed by the laws of the Commonwealth
of Pennsylvania. The Charter provides for a strong mayoral form of government with the Mayor and the
seventeen members of the City Council, ten from districts and seven from the City at-large, elected
every four years. Minority representation is assured by the requirement that no more than five
candidates may be elected for Council-at-large by any one party or political body. The Mayor is
prohibited from serving more than two consecutive terms.

www.phila.gov
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This report includes all the funds of the City as well as its component units. The Philadelphia Municipal
Authority’s and the Pennsylvania Intergovernmental Cooperation Authority’s statements are blended
with the City’s statements. The Philadelphia Gas Works’, the Philadelphia Redevelopment Authority,
the Philadelphia Parking Authority’s, the School District of Philadelphia’s, the Community College of
Philadelphia’s, Community Behavioral Health, Inc.’s, the Delaware River Waterfront Corporation’s, and
the Philadelphia Authority for Industrial Development's statements are presented discretely. A
component unit is considered to be part of the City’s reporting entity when it is concluded that the City is
financially accountable for the entity or that the nature and significance of the relationship between the
City and the entity is such that exclusion would cause the City’s financial statements to be misleading
or incomplete. The relationship between the City and its component units is explained further in the
Notes to the Financial Statements.

Reflected in this report is the extensive range of services provided by the City of Philadelphia. These
services include police and fire protection, emergency medical services, sanitation services, streets
maintenance, recreational activities and cultural events, and traditional county functions such as health
and human services, as well as the activities of the previously mentioned public agencies and
authorities. The City operates water and wastewater systems that service the citizens of Philadelphia
and the City operates two airports, Philadelphia International Airport which handles in excess of 30
million passengers annually as well as cargo and Northeast Philadelphia Airport which handles private
aircraft and some cargo.

City government is responsible for establishing and maintaining internal controls designed to protect the
assets of the City from loss, theft or misuse, and to ensure that adequate accounting data are compiled
to allow for the preparation of financial statements in conformity with GAAP. This internal control is
subject to periodic evaluation by management and the City Controller’'s Office in order to determine its
adequacy. The concept of reasonable assurance recognizes that: (1) the cost of a control should not
exceed the benefits likely to be derived; and (2) the valuation of costs and benefits requires estimates
and judgments by management.

The City maintains budgetary controls to ensure compliance with legal provisions embodied in the
annual appropriated budget proposed by the Mayor and approved by City Council for the fiscal year
beginning July 1st. Activities of the General Fund, City Related Special Revenue Funds and the City
Capital Improvement Funds are budgeted annually. The level of budgetary control (that is, the level at
which expenditures cannot legally exceed the appropriated amount) is established by major class
within an individual department and fund for the operating funds and by project within department and
fund for the Capital Improvement Funds. The City also maintains an encumbrance accounting system
for control purposes. Encumbered amounts that have not been expended at year-end are carried
forward into the succeeding year but appropriations that have not been expended or encumbered at
year-end are lapsed.

FACTORS AFFECTING FINANCIAL CONDITION

The information presented in this report is best understood in the context of the environment in which
the City of Philadelphia operates. A more comprehensive analysis of these factors is available in the
City's Five-Year Financial Plan which is presented by the Mayor each year pursuant to the
Pennsylvania Intergovernmental Cooperation Authority Act and can be obtained online at
www.phila.gov/finance/.

Local Economy

Philadelphia is showing progress on several fronts, despite continued fiscal challenges that arise
from the demographic and economic changes that have occurred over the last half century. After 50
years of losing residents to the suburbs, the City has experienced new investment in many of its
neighborhoods spurred by the relative affordability of housing and the City’s extensive array of
cultural amenities. Still, significant challenges remain. While fewer people live and work here than in
previous decades, social needs continue to grow just as the cost of providing services are rising
considerably.

www.phila.gov
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The City’s tax base is under pressure as personal income levels remain relatively low in comparison
to the region and poverty in the region has become increasingly concentrated in the City. These
factors create an ongoing challenge to fund those public services required by a growing segment of
our population with a revenue base that is unduly burdensome on the City and regional economy.

These challenges are only heightened in the current environment of a severe economic recession,
which officially began in December 2007, and from which the nation and City are only beginning to
emerge. The recession — the longest recession in the post WWII period — has been characterized by
high unemployment, tight credit, decreased consumer spending and significant job loss. The erosion of
the financial markets has in turn generated significant fiscal strain across the economy.

State and local governments have and continue to face large budget shortfalls primarily as a result of
depressed tax collections and pension fund market losses. However, the City of Philadelphia had, at
the close of fiscal year 2011, a positive fund balance of $0.1 million.

In response to projected deficits, the City implemented significant expenditure reductions and efficiency
savings, improved delinquent tax collections, and temporarily suspended scheduled wage and
business tax rate reductions. In addition, the City implemented workforce reductions through layoffs
and by leaving positions vacant. The City also implemented temporary sales and property tax
increases.

As a result of these efforts, by the end of the current fiscal year 2012, the city is projecting a surplus of
$59.7 million.

While the recession officially ended in June 2009, unemployment remains high and many economists
anticipate a slow and long recovery. This is particularly relevant to state and local governments, whose
tax revenues generally lag economic conditions.

The table below shows how Philadelphia’s local economy has trended in the past five years,
characterized by population fluctuations, increases in total compensation and rising unemployment
rates due to the impact of the recession in the last three years.

Per
Capita
Calendar Personal Personal Unemployment
Year Population Income Income Rate
(thousands of USD) (USD)
2006 1,520,251 47,566,075 31,288 6.2%
2007 1,530,031 50,672,227 33,118 6.0%
2008 1,540,351 53,689,351 34,855 7.1%
2009 1,547,297 54,125,507 34,981 9.8%
2010 1,528,306 54,565,206 35,703 10.9%

www.phila.gov
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Long Term Financial Planning

Long term financial planning for the City and for businesses and governments around the world has
been made much more challenging with the sudden and dramatic rate of deterioration in the economy
in the past three and a half years. As discussed above, the City has made significant changes to its
budget and five-year plan to compensate for projected deficits and will continue to make those
adjustments as necessary.

Some of the largest and fastest growing expenditures in the City’s budget include employee health and
pension benefits. In fiscal 2011, employee benefits (12%) and pensions (13%) combined, will comprise
25% of the proposed budget expenditures.

In order to address the challenges these long term structural costs present, the City is seeking changes
to its health and pension benefits by reducing the cost to the City, implementing efficiency savings and
seeking increased employee contributions and risk sharing. Some of these changes are already being
made to the City-administered programs and those related to the Fraternal Order of Police (FOP) as a
result of the December 18, 2009 Act 111 arbitration award. Additionally, the City was awarded similar
pension changes in the October 12, 2010 Act 111 arbitration award with the International Association of
Fire Fighters (IAFF). While the economic provisions of the award are being appealed by the City, the
award’s pension provisions are not under appeal by the City or the IAFF. The City is seeking similar
changes with the remaining bargaining units whose contracts expired in July of 2009. Also, during
fiscal year 2011 the City introduced a new hybrid pension plan with defined benefit and defined
contribution components.

Despite the immediate economic challenges facing the City, some planned initiatives must take place if
the City is to be positioned for economic recovery in the long run. Some of those initiatives include:

0 Greenworks Philadelphia. The City is committed to becoming the greenest city in the U.S. by
2015. In order to achieve that goal the City has created a detailed work plan and begun
implementation of Greenworks Philadelphia, which outlines those goals and initiatives the City
will engage in to limit its environmental footprint and capitalize on its competitive advantages in
the emerging green economy.

0 Healthy Philadelphia Initiative. The City’'s Department of Public Health in conjunction with
other City agencies, non profit organizations and academic institutions will have implemented a
multi-year plan for combating obesity by making healthy foods available to Philadelphians,
decreasing the availability and consumption of non healthy foods and promoting physical
activity in daily life.

o PhillyGoes2College. Improving educational outcomes is necessary in order to improve the
overall well being of Philadelphia residents. As a way of increasing access to higher education
the City has opened a new PhillyGoes2College office to assist residents to and through college
as well as help them find scholarships to finance their education.

o0 Investments in Technology. Despite the significant budget cuts departments have endured
over the course of the past two and a half years, the City is devoting resources to long-needed
technology investments across government. These investments will help streamline operations
and reduce costs in the long-term.

o Jobs and Workforce Development. Through Way to Work Philadelphia, the City and its
partners leveraged federal stimulus dollars to provide wage subsidies for 14,000 part- and full-
time jobs in Philadelphia - jobs for people who may otherwise have been unemployed. In
addition, the City continues to work in partnership with economic development stakeholders to
build work-readiness skills to youth ages 14-21, through paid summer job placements.

www.phila.gov
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AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded its
prestigious Certificate of Achievement for Excellence in Financial Reporting to the City for its
Comprehensive Annual Financial Report for the fiscal year ended June 30, 2010. This was the thirty
first consecutive year that the City of Philadelphia has received this prestigious award. The City
received this recognition by publishing a report that was well organized and readable and satisfied both
generally accepted accounting principles and applicable legal requirements.

The preparation of the Comprehensive Annual Financial Report on a timely basis was made possible
by the dedicated service of the entire staff of the Office of the Director of Finance as well as various City
departments and component units. Each has my sincere appreciation for their valuable contributions.

Respectfully submitted,

e

ROB DUBOW
Director of Finance

www.phila.gov
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Achievement
for Excellence
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Reporting

Presented to
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For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
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A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.
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OFFICE OF THE CONTROLLER ALAN BUTKOVITZ
1230 Municipal Services Building
1401 John F. Kennedy Boulevard

Philadelphia, PA 19102-1679 GERALD V. MICCIULLA
(215) 686-6680 FAX {215) 686-3832 Deputy City Controller

City Controller

INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and Honorable Members
of the Council of the City of Philadelphia

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Philadelphia, Pennsylvania, as of and for the year ended
June 30, 2011, which collectively comprise the City of Philadelphia, Pennsylvania’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the City of
Philadelphia, Pennsylvania’s management. Our responsibility is to express opinions on these financial
statements based on our audit. With the exception of the School District of Philadelphia, we did not audit the
financial statements of the blended component units and the discretely presented component units listed in
Note .1, as well as the Municipal Pension Fund, the Gas Works Retirement Reserve Fund, and the
Departmental and Permanent Funds. Those financial statements representing 33% and 18% of the total assets
and revenues, respectively, were audited by other auditors whose reports thereon have been furnished to us,
and our opinions, insofar as they relate to the amounts included for those component units and funds, are
based on the reports of the other auditors. As discussed in Note IV.9 to the financial statements, the School
District of Philadelphia, a component unit of the City of Philadelphia, Pennsylvania, disclosed concern about
its ability to continue as a going concern. The independent auditor’s report for the School District of
Philadelphia included an explanatory paragraph expressing substantial doubt about the ability of the School
District of Philadelphia to continue as a going concern.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the City’s internal
control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit and the reports of other
auditors provide a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental activities,
the business-type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the City of Philadelphia, Pennsylvania, as of June 30, 2011, and the
respective changes in financial position and, where applicable, cash flows thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.
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As discussed in Note I11.10 to the financial statements, in 2011 the City of Philadelphia adopted the
provisions of Governmental Accounting Standards Board (GASB) Statement No. 54, Fund Balance
Reporting and Governmental Fund Type Definitions.

Also, as discussed in Note I11.13.B to the financial statements, in 2011 the City of Philadelphia
reevaluated its relationship with the Pennsylvania Convention Center Authority (PCCA), which had been
reported as a discretely presented component unit in 2010, and determined that PCCA no longer meets the
criteria for inclusion as a component unit. Accordingly, net assets at July 1, 2010 have been adjusted to
exclude PCCA.

The management’s discussion and analysis on pages 13 through 26, and the major funds budgetary
comparison schedules, the pension plans and other post employment benefits-schedule of funding
progress, and the related notes to required supplementary information, on pages 120 through 124, are not
a required part of the basic financial statements but are supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Philadelphia, Pennsylvania’s basic financial statements. The
accompanying Introductory Section, Other Supplementary Information, and the Statistical Section are
presented for purposes of additional analysis and are not a required part of the basic financial statements.
The 2011 financial information listed as Other Supplementary Information in the table of contents, has
been subjected to the auditing procedures applied by us and the other auditors in the audit of the basic
financial statements and, in our opinion, based on our audit and the reports of other auditors, is fairly
stated in all material respects in relation to the basic financial statements for the year ended June 30, 2011
taken as a whole. We also have previously audited, in accordance with auditing standards generally
accepted in the United States, the City of Philadelphia, Pennsylvania’s basic financial statements for the
year ended June 30, 2010, which are not presented with the accompanying financial statements. In our
report dated February 22, 2011, we expressed unqualified opinions on the respective 2010 financial
statements of the governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information. In our opinion, the
2010 amounts included in the individual fund schedules of Budgetary Actual and Estimated Revenues
and Obligations, on pages 149 through 153, are fairly stated in all material respects in relation to the basic
financial statements for the year ended June 30, 2010, taken as a whole. The Introductory Section and
Statistical Section as listed in the table of contents have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we express no opinion on them.

February 21, 2012 GERALD V. MICCIULLA, CPA
Deputy City Controller
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City of Philadelphia

PENNSYLVANIA

Management’s Discussion & Analysis

This narrative overview and analysis of the financial statements of the City of Philadelphia, Pennsylvania
for the fiscal year ended June 30, 2011 has been prepared by the city’s management. The information
presented here should be read in conjunction with additional information contained in our letter of
transmittal, which can be found beginning on page 1, and the city’s financial statements immediately
following this discussion and analysis.

Financial Highlights

* At the end of the current fiscal year, the City of Philadelphia’s net liabilities were $123.4 million
resulting from an excess of its liabilities over its assets. Its unrestricted net assets showed a deficit of
$2,261.2 million. This deficiency will have to be funded from resources generated in future years.

* During the current fiscal year the city’s total net assets increased by $74.2 million. The governmental
activities of the city experienced an increase of $22.6 million, while the business type activities had an
increase of $51.6 million.

* For the current fiscal year, the city’s governmental funds reported a combined ending fund balance of
$747.8 million, an increase of $205.9 million from last year. Primarily, this was due to a $106.4 million
increase in the General Fund and a $36.6 increase in the Health Choices Behavioral Health fund. The
unassigned fund balance of the governmental funds ended the fiscal year with a deficit of $84.0 million, a
decrease of $39.3 million from last year.

* The overall unassigned fund balance of the city’s General fund ended the fiscal year with a deficit of
$45.7 million, an increase from last year of $206.2 million. This is due to an increase in revenue of $179.1
million, a 5.3% increase over the previous year.

* On the legally enacted budgetary basis, the city’s general fund ended the fiscal year with a surplus
fund balance of $0.1 million, as compared to a deficit of $114.0 million last year. This increase of $114.1
million was due to an increase in revenues that resulted in an operating surplus of $75.0 million and the
cancellations of prior year obligations further increased the fund balance.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction and overview of the City of
Philadelphia’s basic financial statements. The city’s basic financial statements are comprised of:

=  Government-wide financial statements which provide both long-term and short-term information about
the city’s overall financial condition.

®= Fund financial statements which provide a more detailed look at major individual portions, or funds, of
the city.

= Notes to the financial statements which explain some of the information contained in the financial
statements and provide more detailed data.

= Other supplementary information which further explains and supports the information in the financial
statements.
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City of Philadelphia
Management’s Discussion & Analysis Fiscal Year Ended June 30, 2011

Government-wide financial statements. The government-wide financial statements report information
about the city as a whole using accounting methods similar to those used by a private-sector business.
The two statements presented are:

The statement of net assets which includes all of the city’s assets and liabilities, with the difference
between the two reported as net assets. Over time, increases or decreases in net assets are an indicator
of whether the city’s financial position is improving or deteriorating.

The statement of activities presents revenues and expenses and their effect on the change in the city’s
net assets during the current fiscal year. These changes in net assets are recorded as soon as the
underlying event giving rise to the change occurs, regardless of when cash is received or paid.

The government-wide financial statements of the city are reflected in three distinct categories:

sGovernmental activities are primarily supported by taxes and state and federal grants. The governmental
activities include general government; economic and neighborhood development; public health, welfare
and safety; cultural and recreational; streets, highways and sanitation; and the financing activities of the
city’s two blended component units - the Pennsylvania Intergovernmental Cooperation Authority and
Philadelphia Municipal Authority.

#mBusiness-type activities are supported by user fees and charges which are intended to recover all or a
significant portion of their costs. The city’s water and waste water systems, airport and industrial land
bank are all included as business type activities.

These two activities comprise the primary government of Philadelphia.

#Component units are legally separate entities for which the City of Philadelphia is financially accountable
or has oversight responsibility. Financial information for these component units is reported separately
from the financial information presented for the primary government. The city’s government-wide financial
statements contain eight distinct component units; the Philadelphia School District, Community College of
Philadelphia, Community Behavioral Health, Gas Works, Parking Authority, Delaware River Waterfront
Corporation, Philadelphia Authority for Industrial Development and the Redevelopment Authority.

Fund financial statements. The fund financial statements provide detailed information about the city’s
most significant funds, not the city as a whole. Funds are groupings of activities that enable the city to
maintain control over resources that have been segregated for particular purposes or objectives. All of the
funds of the City of Philadelphia can be divided into three categories: governmental funds, proprietary
funds and fiduciary funds.

*Governmental funds. The governmental funds are used to account for the financial activity of the city’'s
basic services, similar to those described for the governmental activities in the government-wide financial
statements. However, unlike the government-wide statements which provide a long-term focus of the city,
the fund financial statements focus on a short term view of the inflows and outflows of expendable
resources, as well as on the balances of expendable resources available at the end of the fiscal year. The
financial information presented for the governmental funds are useful in evaluating the city’s short term
financing requirements.

To help the readers of the financial statements better understand the relationships and differences
between the long term view of the government-wide financial statements from the short term view of the
fund financial statements, reconciliations are presented between the fund financial statements and the
government-wide statements.
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Management’s Discussion & Analysis Fiscal Year Ended June 30, 2011

The city maintains twenty-two individual governmental funds. Financial information is presented
separately for the general fund, grants revenue fund and health choices behavioral health fund, which are
considered to be major funds. Data for the remaining nineteen are combined into a single aggregated
presentation. Individual fund data for each of these non-major governmental funds is presented in the
form of combining statements in the supplementary information section of this financial report.

*Proprietary funds. The proprietary funds are used to account for the financial activity of the city’s
operations for which customers are charged a user fee; they provide both a long and short term view of
financial information. The city maintains three enterprise funds which are a type of proprietary funds - the
airport, water and waste water operations, and industrial land bank. These enterprise funds are the same
as the business-type activities in the government-wide financial statements, but they provide more detail
and additional information, such as cash flows.

*Fiduciary funds. The City of Philadelphia is the trustee, or fiduciary, for its employees’ pension plans. It
is also responsible for the Gas Works’ employees’ retirement reserve assets. Both of these fiduciary
activities are reported in separate statements of fiduciary net assets and changes in fiduciary net assets.
They are not reflected in the government-wide financial statements because the assets are not available
to support the city’s operations.

The following chart summarizes the various components of the city’s government-wide and fund financial

statements, including the portion of the city government they cover, and the type of information they
contain.

Summary of the City of Philadelphia's Government-wide and Fund Financial Statements

Fund Statements

Government-wide Governmental Proprietary Fiduciary
Statements Funds Funds Funds
Scope Entire city government Activities of the city that Activities the city operates Activities for which the city
(except fiduciary funds) are not proprietary or similar to private businesses. is trustee for someone else's
and city's component fiduciary in nature, such as Airports, water/waste water assets, such as the employees'
units fire, police, refuse collection system & the land bank. pension plan
Required Statement of Net Assets Balance Sheet Statement of Net Assets Statement of Fiduciary Net Assets
Financial Statement of Activities Statement of Revenues, Statement of Revenues, Statement of Changes in
Statements Expenditures and Changes Expenses and Changes in Fiduciary Net Assets

in Fund Balances

Net Assets
Statement of Cash Flows

Accounting basis/
measurement focus

Accrual accounting
Economic resources

Modified accrual accounting
Current financial resources

Accrual accounting
Economic resources

Accrual accounting
Economic resources

Type of asset and
liability information

All assets and liabilities,
financial and capital,
short and long term

Only assets expected to be
used up and liabilities that
come due during the current
year or soon thereafter; no
capital assets are included

All assets and liabilities,
financial and capital,
short and long term

All assets and liabilities, both
short and long term; there are
currently no capital assets,
although there could be in the
future

Type of inflow and
outflow information

All revenues and expenses
during the year, regardless
of when cash is received
or paid

Only revenues for which cash

is received during the year or

soon after the end of the year;
only expenditures when goods
or services are received and

payment is due during the year

or soon thereafter.
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City of Philadelphia
Management’s Discussion & Analysis Fiscal Year Ended June 30, 2011

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data presented in the government-wide and fund financial statements. The notes
can be found immediately following the basic financial statements.

Other information. In addition to the basic financial statements and accompanying notes, this report also
presents additional information in three separate sections: required supplementary information,
supplementary information and statistical information.

* Required supplementary information. Certain information regarding pension plan funding progress
for the city and its component units, as well as budgeted and actual revenues, expenditures and
encumbrances for the city’'s major governmental funds is presented in this section. This required
supplementary information can be found immediately following the notes to the financial statements.

* Supplementary information. Combining statements for non-major governmental and fiduciary funds,
as well as additional budgetary schedules for the city’s governmental and proprietary funds are presented
in this section. This supplementary information can be found immediately following the required
supplementary information.

¢ Statistical information. Long term trend tables of financial, economic, demographic and operating data
are presented in the statistical section. This information is located immediately after the supplementary
information.

Government-wide Financial Analysis

Net assets. As noted earlier, net assets are useful indicators of a government’s financial position. At the
close of the current fiscal year, the City of Philadelphia’s liabilities exceeded its assets by $123.4 million.

Capital assets (land, buildings, roads, bridges and equipment), less any outstanding debt issued to
acquire these assets, comprise a large portion of the City of Philadelphia’s net assets, $797.6 million.
Although these capital assets assist the city in providing services to its citizens, they are generally not
available to fund the operations of future periods.

A portion of the city’s net assets, $1,340.2 million, are subject to external restrictions as to how they may
be used. The remaining component of net assets is unrestricted. Unrestricted net assets ended the fiscal
year with a deficit of $2,261.2 million. The governmental activities reported negative unrestricted net
assets of $2,495.5 million. Any deficits will have to be funded from future revenues. The business type
activities reported an unrestricted net assets surplus of $234.3 million.

Following is a comparative summary of the city’s assets, liabilities and net assets:

City of Philadelphia’'s Net Assets
(millions of USD)

Governmental Business-type Total
Activities % Activities % Primary Government %
2011 2010 Change 2011 2010 Change 2011 2010 Change
Current and other assets 2,022.7 1,914.9 5.63% 1,475.8 1,181.4 24.92% 3,498.5 3,096.3 12.99%
Capital assets 2,147.2 2,151.3 -0.19% 3,612.6 3,493.5 3.41% 5,759.8 5,644.8 2.04%
Total assets 4,169.9 4,066.2 2.55% 5,088.4 4,674.9 8.85% 9,258.3 8,741.1 5.92%
Long-term liabilities 5,007.4 4,891.1 2.38% 3,246.8 2,832.6 14.62% 8,254.2 7,723.7 6.87%
Other liabilities 915.9 951.2 -3.71% 211.6 263.9 -19.82% 1,127.5 1,215.1 -7.21%
Total liabilities 5,923.3 5,842.3 1.39% 3,458.4 3,096.5 11.69% 9,381.7 8,938.8 4.95%
Net assets:
Invested in capital assets,
net of related debt (47.5) (59.3) 19.90% 845.1 831.8 1.60% 797.6 7725 3.25%
Restricted 789.6 705.1 11.98% 550.6 489.3 12.53% 1,340.2 1,194.4 12.21%
Unrestricted (2,495.5) (2,421.9) -3.04% 234.3 257.3  -8.94% (2,261.2) (2,164.6) -4.46%
Total net assets (1,753.4)  (1,776.1)  1.28% 1,630.0 1,578.4 3.27% (123.4) (197.7) 37.58%
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Changes in net assets. The city’s total revenues this year, $6,770.7 million, exceeded total costs of
$6,696.5 million by $74.2 million. Approximately 29% of all revenue came from property and wage and
earnings taxes. State, Federal and local grants account for another 38%, with the remainder of the
revenue coming from user charges, fines, fees and various other sources. The City’s expenses cover a
wide range of services, of which approximately 68% are related to the health, welfare and safety of the

general public.

Business & Misc Other
Tax 1%
15%

e

Property Tax
7%

Federal & State
Grants
38%

Overall, net assets for the city increased by $74.2 million. Total revenues increased by $440.8 million,
total expenses decreased by $33.8 million over last year. This resulted in the Change in Net Assets being
$474.6 million higher than in the previous year. Net assets were increased by $173.9 million from
Operating grants and contributions, $56.1 million from Wage and Earning taxes, $105.8 million due to an
increase in the Real Estate Tax Assessment Rate, and $46.6 million from Other taxes.

Expense decreases included $52.7 million for Economic Development, $122.4 million for General
Management and Support, and $38.7 for Interest on Long Term Debt.
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Governmental Activities

The governmental activities of the City resulted in a $22.6 million increase in net assets. The following
chart reflects program expenses and program revenue. The difference (net cost) must be funded by
Taxes, Grants & Contributions and Other revenues.

Governmental Activities

B program expenses B program revenues

1,800 ~
1,600 A
1,400 A
1,200 A
1,000 A
800
600 A
400 -
200 A

Millions of USD

The following table summarizes the city’s most significant governmental programs. Costs,
program revenues and net cost are shown in the table. The net cost shows the financial burden
that was placed on the city’s taxpayers by each of these functions.

Program Program Net
(millions of USD) Costs % Revenues % Cost %
2011 2010 Change 2011 2010 Change 2011 2010 Change

General Welfare 812.5 807.6 0.6% 668.4 572.8 16.7% 144.1 234.8 -38.6%
Judiciary & Law Enforcement 1,703.5 1,646.3 3.5% 122.6 139.6 -12.2% 1,580.9 1,506.7 4.9%
Public Health 1,577.9 1,494.5 5.6% 1,371.6 1,314.1 4.4% 206.3 180.4 14.4%
General Governmental 697.4 858.2 -18.7% 198.9 166.1 19.7% 498.5 692.1 -28.0%
Services to Property 429.0 408.7 5.0% 15.5 6.5 138.5% 4135 402.2 2.8%
Housing, Economic & Cultural 618.1 682.3 -9.4% 228.2 224.3 1.7% 389.9 458.0 -14.9%

5,838.4 5,897.6 -1.0% 2,605.2 2,423.4 7.5% 3,233.2 3,474.2 -6.9%

The cost of all governmental activities this year was $5,838.4 million; the amount that taxpayers
paid for these programs through tax payments was $3,021.2 million. The federal and state
governments and other charitable organizations subsidized certain programs with grants and
contributions in the amount of $2,255.5 million while those who benefited from the programs paid
$349.7 million through fees and charges. Unrestricted grants and contributions and other general
types of revenues accounted for the balance of revenues in the amount of $234.6 million. The
difference of $22.6 million is available to fund future commitments.
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The following table shows a more detailed breakdown of program costs and related revenues for
both the governmental and business-type activities of the city:

City of Philadelphia-Net Assets

(millions of USD)

Revenues:

Program revenues:
Charges for services
Operating grants and

contributions
Capital grants and
contributions

General revenues:

Wage and earnings taxes

Property taxes

Other taxes

Unrestricted grants and
contributions

Unrestricted Interest
Total revenues

Expenses:
Economic development
Transportation

Judiciary & law enforcement

Conservation of health

Housing & neighborhood

development
Cultural & recreational

Improvement of the general

welfare

Services to taxpayer property

General management

Interest on long term debt

Water & waste water

Airport

Industrial land bank
Total expenses

Increase (decrease) in net assets
before transfers & special items

Transfers

Increase (decrease) in Net Assets

Net Assets - Beginning
Adjustment
Net Assets - End

Business-type Activities

Governmental Business-type
Activities Activities Total
2011 2010 2011 2010 2011 2010
349.7 326.1 817.1 792.6 1,166.8 1,118.7
2,2235 2,050.4 6.9 6.1 2,230.4 2,056.5
32.0 46.9 103.7 90.5 135.7 137.4
1,504.6 1,448.5 - - 1,504.6 1,448.5
506.6 400.8 - - 506.6 400.8
1,010.0 963.4 - - 1,010.0 963.4
173.8 171.4 - - 173.8 171.4
35.9 255 6.9 7.7 42.8 33.2
5,836.1 5,433.0 934.6 896.9 6,770.7 6,329.9
92.3 145.0 - - 92.3 145.0
2115 212.1 - - 211.5 212.1
1,703.5 1,646.3 - - 1,703.5 1,646.3
1,577.9 1,494.5 - - 1,577.9 1,494.5
126.1 131.3 - - 126.1 131.3
188.3 193.9 - - 188.3 193.9
812.5 807.6 - - 812.5 807.6
429.0 408.7 - - 429.0 408.7
561.0 683.4 - - 561.0 683.4
136.3 174.9 - - 136.3 174.9
- - 520.2 502.4 520.2 502.4
- - 336.0 330.1 336.0 330.1
- - 1.9 0.1 1.9 0.1
5,838.4 5,897.7 858.1 832.6 6,696.5 6,730.3
(2.3 (464.7) 76.5 64.3 74.2 (400.4)
24.9 28.3 (24.9) (28.3) - -
22.6 (436.3) 51.6 36.0 74.2 (400.4)
(1,776.0) (1,292.6) 1,578.4 1,531.5 (197.6) 238.9
- (47.2) - 10.8 - (36.4)
(1,753.4) (1,776.1) 1,630.0 1,578.3 (123.4) (197.9)

%

Change

4.3%

8.5%

-1.2%

3.9%
26.4%
4.8%

1.4%
28.9%
7.0%

-36.3%
-0.3%
3.5%
5.6%

-4.0%
-2.9%

0.6%
5.0%
-17.9%
-22.1%
3.5%
1.8%
1800.0%
-0.5%

-182.7%

-37.6%

Business-type activities caused the city’s net assets to increase by $51.6 million. This increase
was comprised of an increase in net assets for water/wastewater of $22.8 million, an increase to
aviation of $30.2 million and a decrease for industrial & commercial development operations of
$1.3 million. Some of the key reasons for these changes are:

e Increased airport rental concession income and an increase in passenger facility charges
resulting from an increase in airline passenger traffic.
e Increased employee benefits costs in the Water Fund.
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Business-Type Activities

Bprogramrevenues Bprogram expenses
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Financial Analysis of the Government’s Funds

Governmental funds. The purpose of the city’s governmental funds is to provide financial
information on the short term inflow, outflow and balance of resources. This information is useful
in assessing the city’s ability to meet its near-term financing requirements. Unreserved fund
balance serves as a useful measure of the city’s net resources available for spending at the end
of the fiscal year.

At the end of the fiscal year the city’s governmental funds reported a combined fund balance of
$747.8 million an increase of $205.9 million over last year. Of the total fund balance, $2.6 million
represents nonspendable fund balance for amounts that cannot be spent. In addition, $825.1
million represents restricted fund balance due to externally imposed constraints by outside
parties, or law, to: revitalize neighborhoods ($61.3 million); pay debt service ($82.8 million);
support programs funded by independent agencies ($45.6 million); fund a portion of the city's
managed care programs ($250.1 million); fund a portion of new sports stadiums ($6.5 million);
fund the 9-1-1 emergency phone system ($36.9 million); fund a portion of the central library
renovation project ($2.3million), cultural and commercial corridor project ($19.2million); and trusts
($8.0 million); fund economic development programs ($6.6 million); improve streets and highways
($18.3 million); fund housing and neighborhood development ($10.5 million); provide health
services ($8.8 million); preserve parks, libraries and museums ($.5 million); and support capital
projects ($267.7 million). The fund balance is further broken down as to committed fund balance
for Prisons ($3.6 million) and Parks and Recreation ($.5 million). The difference between the
non-spendable, restricted, committed and combined fund balance is a deficit of $84.0 million
which constitutes unassigned fund balance, this deficit must be funded by future budgets.

The general fund, the primary operating fund of the city, reported an unassigned fund balance
deficit of $45.7 million at the end of the fiscal year. Ratios of the general fund’s unreserved fund
balance and total fund balance to its total expenditures can be useful indicators of the general
fund’s liquidity. These ratios for the year just ended were -1.3% and -0.7%, respectively.
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Fund Balance
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Overall, the total fund balance of the general fund increased by $106.4 million during the current
fiscal year. This Increase was due to an excess of expenditures over revenues and other
financing uses for the fiscal year. Some of the key factors contributing to this change are:

Revenue:
* Anincrease in Tax Revenue of $130.8 million
* Anincrease in Locally Generated Non Tax Revenue of $51.1 million

Expenditures:
* Anincrease in expenditures for Police of $75.3 million.

The Health Choices Behavioral Health fund ended the fiscal year with a total fund balance of
$250.1 million of which $203.9 million is reserved for a contractually required equity reserve and
reinvestment initiatives. The total fund balance increased during the fiscal year by $36.6 million.

The Grants Revenue fund has a total fund balance in the amount of $63.9 million which is
comprised of a positive restricted fund balance of $98.2 million (earmarked for neighborhood
revitalization and emergency telephone system programs) and a deficit unreserved fund balance
of $34.3 million. Because most programs accounted for in the grants revenue fund are
reimbursement based, it is not unusual for the grants revenue fund to end the fiscal year with a
deficit unreserved fund balance. The overall fund balance of the grants revenue fund experienced
a decrease of $18.5 million during the current fiscal year due primarily to increased transfers out
of $15.1 million for the 911 Emergency Phone System.

Proprietary funds. The city’s proprietary funds provide the same type of financial information
found in the government-wide financial statements, but in slightly more detail. The total net assets
of the proprietary funds increased by $51.6 million during the current fiscal year. This overall
increase is attributable to the water/wastewater system which had an increase of $22.8 million,
airport operations which experienced an increase of $30.1 million, while industrial & commercial
development operations experienced a decrease of $1.3 million.

The proprietary funds reported an unrestricted nets assets surplus of $234.3 million, comprised of
$147.8 million for the water and waste water operations, $69.8 million for the airport and $16.7
million for the industrial & commercial development activities. These unrestricted net assets
represent an overall decrease of $22.9 million over the previous year, comprised of a decrease of
$20.7 million for the water and waste water operations, a decrease of $0.9 million for the airport
and a decrease of $1.3 million for the Land Bank. The change in the water fund unrestricted is the
result of an increase in Employee Benefits of $19.4 million.
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General Fund Budgetary Highlights

The following table shows the General Fund’'s year end fund balance for the five most recent

years:
(millions of USD)
Fund Balance
General Fund Available for Increase
at June 30.... Appropriation (Decrease)
2011 0.1 1141
2010 (114.0) 23.2
2009 (137.2) (256.7)
2008 119.5 (178.4)
2007 297.9 43.4

Differences between the original budget and the final amended budget resulted primarily from
decreases in revenue estimates and increases to appropriations. These increases were required
to support the following activities:

®  $5.7 million for First Judicial District contracted services
* $1.8 million for Public Property for Water and Aviation interfund charges
® $1.4 million for Fire Department contracted services

The general fund’s budgetary fund balance surplus of $0.1 million differs from the general fund’s
fund financial statement deficit of $45.7 million by $45.8 million, which represents the difference
between the business privilege tax receipts of $149.6 million and the reserve for encumbrances
of $103.8 million. Business privilege tax receipts are received prior to being earned but have no
effect on budgeted cash receipts. The positive committed fund balance for encumbrances was
offset against the negative unassigned fund balance, in accordance with GASB Statement No.
54,

Capital Asset and Debt Administration

Capital assets. The City of Philadelphia’s investment in capital assets for its governmental and
business-type activities amounts to $5.8 billion, net of accumulated depreciation, at the end of the
current fiscal year. These capital assets include items such as roads, runways, bridges, water
and sewer mains, streets and street lighting, land, buildings, improvements, sports stadiums,
vehicles, commuter trains, machinery, computers and general office equipment. Major capital
asset events for which capital expenditures have been incurred during the current fiscal year
include the following:

* Infrastructure improvements: $22.1 million for streets, highways and bridges; and
$138.2 million for the water and waste water systems, and $3.0 million for the Market
Frankford Elevated.

* Airport terminal and airfield improvements in the amount of $119.8 million.
* City Hall exterior renovations in the amount of $12.0 million.

® Surveillance camera video system $8.8 million.
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* President’'s House Commemoration $3.6 million.

* Robin Hood Dell East improvements totaling $3.0 million.

The following table shows the capital assets by category.

City of Philadelphia's Capital Assets-Net of Depreciation

(millions of USD)
Governmental Business-type

activities Inc activities Inc Total Inc

2011 2010 (Dec) 2011 2010  (Dec) 2011 2010 (Dec)
Land 762.0 757.0 5.0 105.0 107.0 (2.0) 867.0 864.0 3.0
Fine Arts 1.0 0.0 1.0 0.0 0.0 - 1.0 0.0 1.0
Buildings 704.0 725.0 (21.0) 1,673.0 1,672.0 1.0 2,377.0 2,397.0 (20.0)
Improvements other

than buildings 96.0 97.3 (1.3) 125.0 124.0 1.0 221.0 221.3 (0.3)

Machinery & equipment 92.0 97.0 (5.0) 24.0 25.0 (1.0) 116.0 122.0 (6.0)
Infrastructure 364.0 450.0 (86.0) 1,270.5 1,242.5 28.0 16345 16925 (58.0)
Construction in progress 47.0 25.0 22.0 406.0 323.0 83.0 453.0 348.0 105.0
Transit 81.2 0.0 81.2 0.0 0.0 - 81.2 0.0 81.2
Intangible Assets 0.0 0.0 - 9.1 0.0 9.1 9.1 0.0 9.1
Total 2,147.2 2,151.3 (4.1) 3,612.6 3,493.5 119.1 5,759.8 5,644.8 115.0

The city’s governmental activities experienced an overall decrease in capital assets of $4.1 million (net of
accumulated depreciation) during the current fiscal year. The decreases are a result of normal
depreciation costs for the fiscal year.

More detailed information about the city’s capital assets can be found in notes 1.6 & 111.5 to the financial

statements.

Long-term debt. At year end the city had $8.3 billion in long term debt outstanding. Of this amount, $5.3
billion represents bonds outstanding (comprised of $2.1 billion of debt backed by the full faith and credit of
the city, and $3.2 billion of debt secured solely by specific revenue sources) while $2.9 billion represents
other long term obligations. The following schedule shows a summary of all long term debt outstanding.
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City of Philadelphia's Long Term Debt Outstanding

Governmental Business-type
activities activities Total

(millions of USD) 2011 2010 2011 2010 2011 2010
Bonds Qutstanding:
General obligation bonds 2,121.7 2,071.0 1.0 2.2 2,122.7 2,073.2
Revenue bonds - - 3,189.0 2,788.8 3,189.0 2,788.8
Total Bonds Outstanding 2,121.7 2,071.0 3,190.0 2,791.0 5,311.7 4,862.0
Other Long Term Obligations:
Service agreements 2,161.3 2,200.1 - - 2,161.3 2,200.1
Employee related obligations 625.4 540.0 46.3 34.2 671.7 574.2
Indemnities 47.3 47.7 10.2 4.7 57.5 52.4
Leases 51.7 31.1 - - 51.7 31.1
Other - 1.2 0.3 2.7 0.3 3.9
Total Other Long Term Obligations 2,885.7 2,820.1 56.8 41.6 2,942.5 2,861.7
Total Long Term Debt Outstanding 5,007.4 4,891.1 3,246.8 2,832.6 8,254.2 7,723.7

Significant events related to borrowing during the current fiscal year include the following:

. The City has statutory authorizations to negotiate temporary loans for periods not to
extend beyond the fiscal year. The City borrows funds to pay debt service and required pension
contributions due before the receipt of the real estate taxes. The City borrowed and repaid
$285.0 million in Tax and Revenue Anticipation Notes by June 2011 plus interest. In accordance
with statute there are no temporary loans outstanding at year end.

. In April 2011, the City issued $253.7 million of general obligation bonds series 2011.
There were serial bonds issued in the amount of $156.4 million with interest rates ranging from
2.0% to 5.375% maturing in 2026. Term bonds were issued in amounts of: $23.2 million at
5.875% interest due on August 31, 2031; $31.3 million at 6.0% interest due on August 1, 2036;
and $42.8 million at 6.5% interest due on August 1, 2041. The bonds were issued for the
purpose of refunding the 1998 Refunded Bonds ($85.9 million), the 2001 Refunded Bonds ($31.6
million) and financing capital projects ($139.1 million)

° As of June 30, 2011, PMA'’s Statement of Net Assets disclosed $19.9 million of accretion
to its bond principal payments for fiscal years 2012 through 2015. Capitalized interest relates
entirely to MSB 1990 Series Capital Appreciation Bonds. Accretion value represents the
cumulative compounded interest due and payable at bond maturity.

. In August 2010, the City issued Water & Wastewater Revenue Bonds Series 2010 C in
the amount of $185.0 million. Serial bonds were issued in the amount of $116.6 million with
interest rates ranging from 3.0% to 5.0%, and have a maturity date of 2030. Term bonds were
issued in the following amounts (1) $5.2 million with an interest rate of 4.750% and mature in
2035; (2) $24.8 million with an interest rate of 5.0% and mature in 2035; (3) $38.4 million with an
interest rate of 5.0% and mature in 2040. The proceeds of the bonds together with other
available funds of the water department will be used to fund capital improvements to the City’s
water & wastewater system, fund payments to terminate a portion of the 2007 swap agreement
($15.0 million), fund the required deposit into the Debt Reserve account of the Sinking Fund and
pay various bond issuance costs.

. In July 2010, the City of Philadelphia Water Department received approval from the
Pennsylvania State Infrastructure Financing Authority (“PENNVEST") for the Green Infrastructure
Project (Series 2010B), bringing the total financing from PENNVEST to $214.9 million. During

24



City of Philadelphia
Management’s Discussion & Analysis Fiscal Year Ended June 30, 2011

fiscal year 2011, PENNVEST'’s drawdowns totaled $73.8 million, which represents an increase in
bond issuances. The funding is through low interest loans of 1.193% during the construction
period and for the first five years of amortization (interest only payment are due during the
construction period up to three years) and 2.107% for the remaining fifteen years.

. In November 2010, the City issued Airport Revenue Bond Series 2010 in the amount of
$624.7 million. The Series 2010 A bonds (Non-AMT) were issued as serial and term bonds.
Insured serial bonds were issued in the amount of $16.5 million with interest rates ranging from
3% to 4.5% and mature in 2035 and uninsured serial bonds were issued in the amount of $113.0
million, with interest rates ranging from 2% to 5.250% and mature in 2030. Insured term bonds
were issued in the amounts of $25 million, and $48 million with an interest rate of 5% and mature
in 2035 and 2040 respectively. Uninsured term bonds were issued in amounts of $37.8 million
and 32.8 million with an interest rate of 5% and mature in 2035 and 2040 respectively. Series
2010B (Non-AMT) for $24.4 million and 2010C (AMT) for $54.7 million were uninsured and
issued as serial bonds and will mature in 2015 and 2018 respectively. The series 2010B and
2010C bonds have interest rates ranging from 2% to 5%. The insured 2010D (AMT) serial bonds
were issued in the amount of $1.9 million with interest rates ranging from 4% to 4.5% and mature
in 2024. The uninsured 2010D serial bonds were issued in the amount of $270.7 million with
interest rates ranging from 2% to 5.25% and mature in 2028. The proceeds from the bonds
together with other available funds will be used to (1) pay or reimburse for the costs of the 2010
Project, (2) provide for capitalized interest on the 2010A bonds during construction of the 2010
Project, (3) currently refund all of the City’s outstanding Airport Revenue Refunding Bonds,
Series 1997A; (4) currently refund a portion of the City’s outstanding Airport Revenue Refunding
Bonds, Series 1998A; (5) currently refund a portion of the City’s outstanding Airport Revenue
Bonds Series 1998B; (6) fund a deposit to the Parity Sinking Fund Reserve Account; and (7) pay
the costs of issuance of the 2010 bonds. Any prepayment of the 1998B bond shall be in an
amount that is sufficient and used to pay a like amount of the Philadelphia Authority for Industrial
Development (PAID) Airport Revenue Bonds, Series 1998A and together with the 1998B bond
sometimes hereinafter referred to, collectively as the International Terminal Bonds.

Currently the city’s bonds as rated by Moody’s, Standard & Poor’s and Fitch are as follows:

Bond Type Moods)/éfvliré\éestor Stagg?gcégtliz’oonor’s Fitch IBCA
General Obligation Bonds Al BBB A-
Water Revenue Bonds Al A A+
Aviation Revenue Bonds A2 A+ A

The City is subject to a statutory limitation established by the Commonwealth of Pennsylvania as to the
amount of tax supported general obligation debt it may issue. The limitation is equal to 13% of the
average assessed valuations of properties over the past ten years. As of July 1, 2011 the legal debt limit
was $1,571.9 million. There is $1,474.6 million of outstanding tax supported debt leaving a legal debt

margin of $97.3 million.

More detailed information about the city’s debt activity can be found in note Ill.7 to the financial

statements.
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Economic Factors and Next Year's Budgets and Rates

The following factors have been considered in preparing the City of Philadelphia’s budget for the 2012
fiscal year:

0 Philadelphia entered FY12 with a fund balance of $0.1 million. For FY 2012 Wage and Earnings
Tax revenue are projected to grow 2.4%, Sale Tax revenue are projected to grow by 1.6% and
Real Estate transfer tax is projected to grow by 3.6%, while the Business privilege tax is projected
to decline by 2%.

0 The current five year plan (FY 2012 to 2016) includes a resumption of the wage and business tax
cuts in FY 2014, previously suspended in the FY 2010 plan.

o0 Workforce reductions were implemented throughout FY10 through the use of layoffs and by not
replacing vacant positions. Spending on supplies and equipment was curtailed in FY 10.

o Union contracts for three of the City’s four major bargaining units are still outstanding, despite
having expired in July 2009. Any awarded or negotiated wage or benefit increases will increase
costs for the City.

0 To control rising pension plan costs the city introduced a new hybrid pension plan that contains
both a defined benefit and a voluntary defined contribution component. Uniformed employees not
electing to participate in the hybrid plan must increase their pension contribution percentage.

0 The country entered its most recent recession in December 2007. It is the longest recession in
the post-WWII period.

o0 Economists expect a slow and long recovery from the current recession. Philadelphia’s recovery,
like that of other local governments, is expected to take longer than the nation due to high urban
unemployment and lagging tax revenue collections.

Requests for information

The Comprehensive Annual Financial Report is designed to provide a general overview of the City of
Philadelphia’s finances for all interested parties. The City also publishes the Supplemental Report of
Revenues & Obligations that provides a detailed look at budgetary activity at the legal level of
compliance, the Annual Report of Bonded Indebtedness that details outstanding long term debt and the
Schedule of Financial Assistance that reports on grant activity. All four reports are available on the City’'s
website, www.phila.gov/finance. Questions concerning any of the information provided in this report or
requests for additional financial information should be addressed to:

Office of the Director of Finance
Suite 1340 MSB

1401 John F. Kennedy Boulevard
Philadelphia, PA 19102
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City of Philadelphia Exhibit |
Statement of Net Assets
June 30’ 201 1 Amounts in thousands of USD
Primary Government
Governmental Business Type Component
Activities Activities Total Units
Assets
Cash on Deposit and on Hand 88,334 30 88,364 288,399
Equity in Pooled Cash and Investments - - - 51,675
Equity in Treasurer's Account 917,858 184,304 1,102,162 -
Investments 151,229 - 151,229 122,594
Due from Component Units 15,257 - 15,257 -
Due from Primary Government - - - 64,723
Amounts Held by Fiscal Agent 70,479 - 70,479 94,812
Notes Receivable - Net - - - 39,151
Accounts Receivable - Net 286,166 149,021 435,187 320,539
Interest and Dividends Receivable 1,795 - 1,795 19,159
Due from Other Governments - Net 427,940 3,893 431,833 192,237
Inventories 17,064 27,655 44,719 128,171
Other Assets 3,163 - 3,163 391,538
Deferred Outflow - Derivative Instruments 43,387 38,576 81,963 33
Restricted Assets:
Cash and Cash Equivalents - 247,484 247,484 126,161
Other Assets - 824,828 824,828 375,607
Capital Assets:
Land and Other Non-Depreciated Assets 810,714 513,826 1,324,540 447,777
Other Capital Assets (Net of Depreciation) 1,336,504 3,098,817 4,435,321 3,126,334
Total Capital Assets, Net 2,147,218 3,612,643 5,759,861 3,574,111
Total Assets 4,169,890 5,088,434 9,258,324 5,788,910
Liabilities
Notes Payable - - - 135,851
Vouchers Payable 106,421 10,739 117,160 71,105
Accounts Payable 179,963 74,550 254,513 130,077
Salaries and Wages Payable 92,863 7,298 100,161 71,382
Accrued Expenses 43,251 31,863 75,114 281,920
Due to Agency Funds 866 - 866 -
Due to Primary Government - - - 51,726
Due to Component Units 65,476 - 65,476 -
Funds Held in Escrow 12,726 1,906 14,632 12,716
Due to Other Governments - - - 41,374
Deferred Revenue 256,555 46,641 303,196 246,769
Overpayment of Taxes 108,325 - 108,325 9,987
Other Current Liabilities - - - 72,554
Derivative Instrument Liability 49,466 38,576 88,042 26,290
Net Pension Liability 69,366 10,645 80,011 -
Non-Current Liabilities:
Due within one year 241,792 170,752 412,544 342,635
Due in more than one year 4,696,260 3,065,475 7,761,735 5,041,627
Total Liabilities 5,923,330 3,458,445 9,381,775 6,536,013
Net Assets
Invested in Capital Assets, Net of Related Debt (47,508) 845,062 797,554 47,402
Restricted For:
Capital Projects 267,720 133,023 400,743 6,959
Debt Service 82,205 260,506 342,711 217,563
Behavioral Health 250,117 - 250,117 18,375
Neighborhood Revitalization 61,296 - 61,296 -
Stadium Financing 284 - 284 -
Central Library Project 2,330 - 2,330 -
Cultural & Commercial Corridor Project 19,171 - 19,171 -
Grant Programs 60,254 - 60,254 30,389
Rate Stabilization - 157,050 157,050 -
Libraries & Parks:
Expendable 3,090 - 3,090 -
Non-Expendable 2,404 - 2,404 -
Educational Programs - - - 11,898
Other 40,660 - 40,660 3,646
Unrestricted(Deficit) (2,495,463) 234,348 (2,261,115) (1,083,335)
Total Net Assets (1,753,440) 1,629,989 (123,451) (747,103)

The notes to the financial statements are an integral part of this statement.
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Statement of Activities
For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD
Net (Expense) Revenue and
Program Revenues Changes in Net Assets
Operating Capital Primary Government
Charges for Grants and Grants and Governmental Business Type Component
Functions Expenses Services Contributions Contributions Activities Activities Total Units
Primary Government:
Governmental Activities:
Economic Development 92,256 38 5,385 2,088 (84,745) (84,745)
Transportation:
Streets & Highways 136,302 5,055 36,763 25,925 (68,559) (68,559)
Mass Transit 75,170 623 396 - (74,151) (74,151)
Judiciary and Law Enforcement:
Police 1,048,131 3,607 11,653 - (1,032,971) (1,032,971)
Prisons 340,373 513 1,633 274 (337,953) (337,953)
Courts 315,004 45,569 59,472 - (209,963) (209,963)
Conservation of Health:
Emergency Medical Services 53,282 34,729 973 - (17,580) (17,580)
Health Services 1,524,629 16,660 1,319,228 - (188,741) (188,741)
Housing and Neighborhood
Development 126,075 23,061 94,033 - (8,981) (8,981)
Cultural and Recreational:
Recreation 98,670 2,822 8,682 1,949 (85,217) (85,217)
Parks 14,008 4,997 1,041 1,669 (6,301) (6,301)
Libraries and Museums 75,650 1,844 11,870 - (61,936) (61,936)
Improvements to General Welfare:
Social Services 718,366 6,808 615,850 - (95,708) (95,708)
Education 64,009 - - - (64,009) (64,009)
Inspections and Demolitions 30,095 45,526 255 - 15,686 15,686
Service to Property:
Sanitation 143,055 11,639 2,761 - (128,655) (128,655)
Fire 285,907 468 654 - (284,785) (284,785)
General Management and Support 561,037 136,602 52,888 139 (371,408) (371,408)
Interest on Long Term Debt 136,332 9,233 - - (127,099) (127,099)
Total Governmental Activities 5,838,351 349,694 2,223,537 32,044 (3,233,076) (3,233,076)
Business Type Activities:
Water and Sewer 520,186 558,483 2,726 2,038 - 43,061 43,061
Aviation 336,019 258,055 4,215 101,681 - 27,932 27,932
Industrial and
Commercial Development 1,875 531 - - - (1,344) (1,344)
Total Business Type Activities 858,080 817,069 6,941 103,719 - 69,649 69,649
Total Primary Government 6,696,431 1,166,763 2,230,478 135,763 (3,233,076) 69,649 (3,163,427)
Component Units:
Gas Operations 733,717 751,301 13,232 - 30,816
Housing 64,831 1,209 57,000 - (6,622)
Parking 220,515 222,665 - - 2,150
Education 3,359,820 38,379 1,192,696 1,200 (2,127,545)
Health 774,336 - 774,336 - -
Economic Development 158,254 35,818 115,294 - (7,142)
Total Component Units 5,311,473 1,049,372 2,152,558 1,200 (2,108,343)
General Revenues:
Taxes:
Property Taxes 506,569 - 506,569 605,249
Wage & Earnings Taxes 1,504,598 - 1,504,598 -
Business Taxes 364,184 - 364,184 -
Other Taxes 645,811 - 645,811 185,284
Grants & Contributions Not Restricted to Specific Programs 173,814 - 173,814 1,220,575
Unrestricted Interest & Investment Earnings 35,793 6,904 42,697 19,247
Miscellaneous - - - 1,339
Special ltems - - - 108
Transfers 24,930 (24,930) - -
Total General Revenues, Special Iltems and Transfers 3,255,699 (18,026) 3,237,673 2,031,802
Change in Net Assets 22,623 51,623 74,246 (76,541)
Net Assets - July 1, 2010 (1,776,063) 1,578,366 (197,697) 16,814
Adjustment - - - (687,376)
Net Assets Adjusted - July 1, 2010 (1,776,063) 1,578,366 (197,697) (670,562)
Net Assets - June 30, 2011 (1,753,440) 1,629,989 (123,451) (747,103)

The notes to the financial statements are an integral part of this statement.
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Balance Sheet
Governmental Funds
June 30, 2011 Amounts in thousands of USD
HealthChoices
Behavioral Grants Other Total
General Health Revenue Governmental Governmental
Fund Fund Fund Funds Funds
Assets
Cash on Deposit and on Hand 10,066 - 98 78,170 88,334
Equity in Treasurer's Account 148,682 333,786 142,285 293,105 917,858
Investments - - - 151,228 151,228
Due from Other Funds 11,866 - - 478 12,344
Due from Component Units 15,257 - - - 15,257
Amounts Held by Fiscal Agent 21,784 - 47,984 711 70,479
Taxes Receivable 579,471 - - 8,080 587,551
Accounts Receivable 387,122 - 978 5,825 393,925
Due from Other Governmental Units 317,942 - 80,809 29,189 427,940
Allowance for Doubtful Accounts (697,016) - - (735) (697,751)
Interest and Dividends Receivable 406 1,270 - 120 1,796
Other Assets - - - 562 562
Total Assets 795,580 335,056 272,154 566,733 1,969,523
Liabilities and Fund Balances
Liabilities:
Vouchers Payable 51,771 15,330 12,981 26,339 106,421
Accounts Payable 68,417 9,449 58,683 43,294 179,843
Salaries and Wages Payable 89,452 - 2,963 569 92,984
Due to Other Funds 846 - - 12,364 13,210
Due to Component Units - 60,160 2,575 2,741 65,476
Funds Held in Escrow 11,574 - - 1,152 12,726
Deferred Revenue 489,095 - 131,042 22,585 642,722
Overpayment of Taxes 108,325 - - - 108,325
Total Liabilities 819,480 84,939 208,244 109,044 1,221,707
Fund Balances:
Nonspendable - - - 2,604 2,604
Restricted 21,785 250,117 98,180 455,026 825,108
Committed - - - 4,104 4,104
Unassigned (45,685) - (34,270) (4,045) (84,000)
Total Fund Balances (23,900) 250,117 63,910 457,689 747,816
Total Liabilities and Fund Balances 795,580 335,056 272,154 566,733
Amounts reported for governmental activities in the statement of net assets are different because:
a. Capital Assets used in governmental activities are not reported in the funds 2,147,218
b. Unearned Receivables are deferred in the funds 386,167
c. Long Term Liabilities, including bonds payable are not reported in the funds (4,938,052)
d. Net Pension Liability is not reported in the funds (69,366)
e. Derivatives are not reported in the funds (6,079)
f. Other (21,144)
Net Assets of Governmental Activities (1,753,440)

The notes to the financial statements are an integral part of this statement.
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Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD
HealthChoices
Behavioral Grants Other Total
General Health Revenue Governmental Governmental
Fund Fund Fund Funds Funds
Revenues
Tax Revenue 2,447,035 - - 547,943 2,994,978
Locally Generated Non-Tax Revenue 280,694 1,237 56,057 32,653 370,641
Revenue from Other Governments 784,332 880,413 583,554 118,124 2,366,423
Other Revenues 15,243 - - 10,593 25,836
Total Revenues 3,527,304 881,650 639,611 709,313 5,757,878
Expenditures
Current Operating:
Economic Development 35,295 - 5,474 41,859 82,628
Transportation:
Streets & Highways 56,511 - 3,161 27,721 87,393
Mass Transit 66,709 - 397 - 67,106
Judiciary and Law Enforcement: -
Police 944,824 - 11,028 - 955,852
Prisons 313,270 - 1,402 1,207 315,879
Courts 242,344 - 52,511 - 294,855
Conservation of Health:
Emergency Medical Services 49,676 - 974 - 50,650
Health Services 144,248 845,002 388,332 137,251 1,514,833
Housing and Neighborhood -
Development 1,790 - 43,178 81,098 126,066
Cultural and Recreational:
Recreation 74,210 - 8,690 - 82,900
Parks 860 - 1,041 3,990 5,891
Libraries and Museums 58,650 - 9,964 124 68,738
Improvements to General Welfare:
Social Services 641,631 - 60,189 - 701,820
Education 64,009 - - - 64,009
Inspections and Demolitions 24,286 - 10,516 - 34,802
Service to Property:
Sanitation 131,089 - 2,761 - 133,850
Fire 257,549 - 517 - 258,066
General Management and Support 504,652 - 19,058 44,810 568,520
Capital Outlay - - - 134,933 134,933
Debt Service:
Principal - - - 91,377 91,377
Interest - - - 105,732 105,732
Bond Issuance Cost - - - 2,167 2,167
Total Expenditures 3,611,603 845,002 619,193 672,269 5,748,067
Excess (Deficiency) of Revenues
Over (Under) Expenditures (84,299) 36,648 20,418 37,044 9,811
Other Financing Sources (Uses)
Issuance of Debt - - - 139,150 139,150
Issuance of Refunding Bonds - - - 114,570 114,570
Bond Issuance Premium - - - 5,046 5,046
Proceeds from Lease & Service Agreements - - - 28,070 28,070
Bond Defeasance - - - (117,605) (117,605)
Transfers In 335,084 - 471 247,501 583,056
Transfers Out (144,435) - (39,392) (374,299) (558,126)
Total Other Financing Sources (Uses) 190,649 - (38,921) 42,433 194,161
Net Change in Fund Balance 106,350 36,648 (18,503) 79,477 203,972
Fund Balance - July 1, 2010 (130,250) 213,469 82,413 376,242 541,874
Adjustment - - - 1,970 1,970
Fund Balance Adjusted - July 1, 2010 (130,250) 213,469 82,413 378,212 543,844
Fund Balance - June 30, 2011 (23,900) 250,117 63,910 457,689 747,816

The notes to the financial statements are an integral part of this statement.
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City of Philadelphia Exhibit V
Reconciliation of the Statement of Revenues, Expenditures and

Changes in Fund Balances of Governmental Funds to the Statement of Activities

For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD

Net Change in Fund Balances - Total Governmental FUNAS.........ccccoviiiivii e 203,972

Amounts reported for governmental activities in the statement of activities are different because:

a. Governmental funds report capital outlays as expenditures. However, in the statement of
activities the cost of those assets is allocated over their estimated useful lives and reported
as depreciation expense. This is the amount by which depreciation (135,195) exceeded
capital outlay (131,988) in the Current PEriod............ooiiiiiiiiiiiiiiie e (3,207)

b. Revenues in the statement of activities that do not provide current financial resources are
not reported as revenues iN the FUNAS.............o e 46,513

c. Proceeds from debt obligations provide current financial resources to governmental funds,
but issuing debt increases long-term liabilities in the statement of net assets. Repayment of
principal is an expenditure in the governmental funds, but the repayment reduces long-term
liabilities in the statement of net assets. This is the amount by which repayments (196,844)
exceeded ProCeEAS (123,813 .. i i e e e e e e et e e e e e e e e e e e e et r e e e e e e e e e e e n e aneeeees 73,031

d. The increase in the Net Pension Obligation reported in the statement of activities does not
require the use of current financial resources and therefore is not reported as an expenditure
Tl e ToXVZ=Tq ol 0 aT=T o e= LN (U] o RSSO (225,170)

e. Some expenses reported in the statement of activities do not require the use of current
financial resources and therefore are not reported as expenditures in governmental funds...... (72,516)

Change in Net Assets of governmental aCtiVitieS..........coviiieii i, 22,623

The notes to the financial statements are an integral part of this statement.
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The notes to the financial statements are an integral part of this statement.
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City of Philadelphia Exhibit VI
Statement of Fund Net Assets
Proprietary Funds
June 30’ 201 1 Amounts in thousands of USD
Business Type Activities - Enterprise Funds
Other Non-Major
Industrial &
Water and Commercial
Assets Sewer Aviation Development Total
Current Assets:
Cash on Deposit and on Hand 30 - - 30
Equity in Treasurer's Account 60,964 119,979 3,361 184,304
Due from Other Governments 230 3,663 - 3,893
Accounts Receivable 236,642 16,565 1,972 255,179
Allowance for Doubtful Accounts (105,138) (1,020) - (106,158)
Inventories 13,192 3,065 11,398 27,655
Total Current Assets 205,920 142,252 16,731 364,903
Deferred Outflow - Derivative Instruments 12,519 26,057 - 38,576
Non-Current Assets:
Restricted Assets:
Equity in Treasurer's Account 406,402 418,426 - 824,828
Amounts Held by Fiscal Agent - 23,885 - 23,885
Sinking Funds and Reserves 130,299 73,917 - 204,216
Grants for Capital Purposes - 11,596 - 11,596
Receivables 952 6,835 - 7,787
Total Restricted Assets 537,653 534,659 - 1,072,312
Capital Assets:
Land 5,919 101,571 - 107,490
Infrastructure 2,055,254 625,432 - 2,680,686
Construction in Progress 270,769 135,567 - 406,336
Buildings and Equipment 1,514,322 2,100,557 - 3,614,879
Less: Accumulated Depreciation (1,959,538) (1,237,210) - (3,196,748)
Total Capital Assets, Net 1,886,726 1,725,917 - 3,612,643
Total Non-Current Assets 2,424,379 2,260,576 - 4,684,955
Total Assets 2,642,818 2,428,885 16,731 5,088,434
Liabilities
Current Liabilities:
Vouchers Payable 7,529 3,210 - 10,739
Accounts Payable 8,080 10,957 - 19,037
Salaries and Wages Payable 4,044 3,254 - 7,298
Construction Contracts Payable 23,096 32,417 - 55,513
Accrued Expenses 22,465 9,398 - 31,863
Funds Held in Escrow 1,906 - - 1,906
Deferred Revenue 9,764 36,877 - 46,641
Bonds Payable-Current 109,942 60,810 - 170,752
Total Current Liabilities 186,826 156,923 - 343,749
Derivative Instrument Liability 12,519 26,057 - 38,576
Net Pension Liability 542 10,103 - 10,645
Non-Current Liabilities:
Bonds Payable 1,704,443 1,380,120 - 3,084,563
Unamortized Premium/(Discount and Loss) (75,206) 9,906 - (65,300)
Other Non-Current Liabilities 35,710 10,502 - 46,212
Total Non-Current Liabilities 1,664,947 1,400,528 - 3,065,475
Total Liabilities 1,864,834 1,593,611 - 3,458,445
Net Assets
Invested in Capital Assets, Net of Related Debt 254,798 590,264 - 845,062
Restricted For:
Capital Projects 88,011 45,012 - 133,023
Debt Service 130,298 130,208 - 260,506
Rate Stabilization 157,050 - - 157,050
Unrestricted 147,827 69,790 16,731 234,348
Total Net Assets 777,984 835,274 16,731 1,629,989




City of Philadelphia Exhibit VII
Statement of Revenues, Expenses and Changes in Fund Net Assets

Proprietary Funds

For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD

Business-Type Activities - Enterprise Funds

Other
Non-Major
Industrial &
Water and Commercial
Sewer Aviation Development Totals
Operating Revenues:
Charges for Goods and Services 553,169 81,161 - 634,330
Rentals and Concessions - 170,667 - 170,667
Miscellaneous Operating Revenues 5,314 6,227 531 12,072
Total Operating Revenues 558,483 258,055 531 817,069
Operating Expenses:
Personal Services 104,323 59,258 - 163,581
Purchase of Services 70,964 78,491 1,875 151,330
Materials and Supplies 35,147 4,459 - 39,606
Employee Benefits 91,046 36,342 - 127,388
Indemnities and Taxes 10,831 2,219 - 13,050
Depreciation 86,924 100,894 - 187,818
Total Operating Expenses 399,235 281,663 1,875 682,773
Operating Income (Loss) 159,248 (23,608) (1,344) 134,296
Non-Operating Revenues (Expenses):
Operating Grants 2,726 4,215 - 6,941
Passenger Facility Charges - 62,042 - 62,042
Interest Income 4,659 2,235 10 6,904
Net Pension Obligation (17,913) (8,503) - (26,416)
Debt Service - Interest (95,728) (45,848) - (141,576)
Other Revenue (Expenses) (7,310) (5) - (7,315)
Total Non-Operating Revenues (Expenses) (113,566) 14,136 10 (99,420)
Income (Loss) Before Contributions & Transfers 45,682 (9,472) (2,334) 34,876
Transfers In/(Out) (24,930) - - (24,930)
Capital Contributions 2,038 39,639 - 41,677
Change in Net Assets 22,790 30,167 (1,334) 51,623
Net Assets - July 1, 2010 755,194 805,107 18,065 1,578,366
Net Assets - June 30, 2011 777,984 835,274 16,731 1,629,989

The notes to the financial statements are an integral part of this statement.
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City of Philadelphia Exhibit VIII
Statement of Cash Flows
Proprietary Funds
For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD
Business Type Activities - Enterprise Funds
Other
Non-Major
Industrial &
Water and Commercial
Sewer Aviation Development Totals
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from Customers 564,965 263,477 - 828,442
Payments to Suppliers (125,583) (84,633) (1,875) (212,091)
Payments to Employees (190,006) (96,297) - (286,303)
Internal Activity-Payments to Other Funds - (4,849) - (4,849)
Claims Paid (5,384) - - (5,384)
Other Receipts (Payments) - 862 531 1,393
Net Cash Provided (Used) 243,992 78,560 (1,344) 321,208
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Operating Grants Received 2,726 4,215 - 6,941
Operating Subsidies and Transfers from Other Funds (24,930) - - (24,930)
Net Cash Provided (Used) (22,204) 4,215 - (17,989)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Proceeds from Debt Issuance 268,329 654,320 - 922,649
Contributions Received 2,038 39,334 - 41,372
Acquisition and Construction of Capital Assets (174,208) (131,140) - (305,348)
Interest Paid on Debt Instruments (82,753) (76,804) - (159,557)
Principal Paid on Debt Instruments (202,790) (416,435) - (519,225)
Swap Termination Payments (15,015) - - (15,015)
Passenger Facility Charges - 62,337 - 62,337
Other Receipts (Payments) (9,022) - - (9,022)
Net Cash Provided (Used) (113,421) 131,612 - 18,191
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from Sale and Maturities of Investments - (38,879) - (38,879)
Interest and Dividends on Investments (1,078) 1,796 13 731
Net Cash Provided (Used) (1,078) (37,083) 13 (38,148)
Net Increase (Decrease) in Cash and Cash Equivalents 107,289 177,304 (1,331) 283,262
Cash and Cash Equivalents, July 1
(including $290.3 mil for Water & Sewer and
$266.6 mil for Aviation reported in restricted accounts) 360,107 384,986 4,692 749,785
Cash and Cash Equivalents, June 30
(including $406.4 mil for Water & Sewer and
$442.3 mil for Aviation reported in restricted accounts) 467,396 562,290 3,361 1,033,047
Reconciliation of Operating Income (Loss) to Net Cash
Provided (Used) by Operating Activities:
Operating Income (Loss) 159,248 (23,608) (1,344) 134,296
Adjustments to Reconcile Operating Income to Net Cash
Provided (Used) by Operating Activities:
Depreciation Expense 86,924 100,894 - 187,818
Changes in Assets and Liabilities:
Receivables, Net 4,734 (1,547) - 3,187
Deferred Revenue 1,748 8,111 - 9,859
Inventories (279) 20 - (259)
Accounts and Other Payables (18,836) (5,310) - (24,146)
Accrued Expenses 10,453 - - 10,453
Net Cash Provided by Operating Activities 243,992 78,560 (1,344) 321,208

The notes to the financial statements are an integral part of this statement.
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City of Philadelphia Exhibit IX
Statement of Net Assets
Fiduciary Funds
June 30 s 2011 Amounts in thousand's of USD
Pension
Trust Agency
Funds Funds
Assets
Cash on Deposit and on Hand - 136,099
Equity in Treasurer's Account 4,502,745 45,665
Investments - 11,910
Securities Lending Collective Investment Pool 509,520 -
Allowance for Unrealized Loss (1,895) -
Accounts Receivable 4,430 -
Due from Brokers for Securities Sold 621,301 -
Interest and Dividends Receivable 15,985 -
Due from Other Governmental Units 3,613 -
Due from Other Funds - 866
Total Assets 5,655,699 194,540
Liabilities
Vouchers Payable 107 606
Accounts Payable 4,167 246
Salaries and Wages Payable 189 -
Payroll Taxes Payable - 3,234
Funds Held in Escrow 11 190,454
Due on Return of Securities Loaned 509,520 -
Due to Brokers for Securities Purchased 661,846 -
Accrued Expenses 9,772 -
Deferred Revenue 2,048 -
Other Liabilities 381 -
Total Liabilities 1,188,041 194,540
Net Assets Held in Trust for Pension Benefits 4,467,658 -
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City of Philadelphia

Statement of Changes in Net Assets
Fiduciary Funds

For the Fiscal Year Ended June 30, 2011

Exhibit X

Amounts in thousands of USD

Additions:
Contributions:
Employers' Contributions
Employees' Contributions

Total Contributions

Investment Income:
Interest and Dividends
Net Gain in Fair Value of Investments
(Less) Investments Expenses
Securities Lending Revenue
Securities Lending Unrealized Loss
(Less) Securities Lending Expenses

Net Investment Gain
Miscellaneous Operating Revenues
Total Additions

Deductions
Personal Services
Purchase of Services
Materials and Supplies
Employee Benefits
Pension Benefits
Refunds of Members' Contributions
Administrative Expenses Paid
Other Operating Expenses

Total Deductions
Change in Net Assets
Net Assets - July 1, 2010

Net Assets - June 30, 2011

Pension
Trust
Funds

493,091
52,706

545,797

90,217
711,117
(17,095)
2,294
(1,895)

(7140

783,898
1,377
1,331,072
3,675
1,793

81

40,283
681,909
5,125

355

119
733,340
597,732
3,869,926

4,467,658

The notes to the financial statements are an integral part of this statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of Philadelphia have been prepared in conformity with generally accepted ac-
counting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards Board
(GASB) is the accepted standard setting body for establishing governmental accounting and financial reporting prin-
ciples. The more significant of the City's accounting policies are described below.

1. REPORTING ENTITY

The City of Philadelphia was founded in 1682 and was merged with the county in 1854. Since 1951 the City has
been governed largely under the Philadelphia Home Rule Charter. However, in some matters, including the is-
suance of short-term and long-term debt, the City is governed by the laws of the Commonwealth of Pennsylva-
nia.

As required by GAAP, the financial statements of the City of Philadelphia include those of the primary govern-
ment and its component units. The component units discussed below are included in the City's reporting entity
because of the significance of their operational or financial relationships with the City. The financial statements
of these component units have been included in the City's reporting entity either as blended component units or
as discretely presented component units. Based on the criteria established by Governmental Accounting Stan-
dards Board Statement (GASBS) #14 as amended by GASBS #39, certain other organizations also did meet the
criteria for inclusion, however they are not included in the City’s financial statements because they are not signif-
icant to a fair representation of the City’s reporting entity. Individual financial statements can be obtained di-
rectly from their administrative offices by writing to the addresses provided.

As used both on the face of the financial statements and in the footnotes, the term “Primary Government” in-
cludes both City funds and Blended Component Units while the term “Component Units” includes only Discretely
Presented Component Units.

A. BLENDED COMPONENT UNITS

Pennsylvania Intergovernmental Cooperation Authority (PICA) — 1500 Walnut St., Philadelphia, PA
19102

PICA was established by act of the Commonwealth of Pennsylvania to provide financial assistance to cities
of the first class and is governed by a five member board appointed by the Commonwealth. Currently, the
City of Philadelphia is the only city of the first class. The activities of PICA are reflected in two of the go-
vernmental fund types (Special Revenue and Debt Service).

Philadelphia Municipal Authority (PMA) — 1515 Arch St., Philadelphia, PA 19102

PMA is governed by a five member board appointed by the City and was established to issue tax exempt
bonds for the acquisition and use of certain equipment and facilities for the City. The activities of PMA are
reflected in three of the governmental fund types (Special Revenue, Debt Service and Capital Improvement).

B. DISCRETELY PRESENTED COMPONENT UNITS

The component unit columns in the applicable combined financial statements include the combined financial
data for the organizations discussed below. They are reported in a separate column to emphasize that they
are legally separate from the City. However, in order to retain their identity, applicable combining state-
ments have been included as part of this report.

Effective April 20, 2010 the Lease and Service Agreement between the City and the Pennsylvania Conven-
tion Center Authority (PCCA) was terminated and the Commonwealth, City and PCCA entered into a new
Operating Agreement. Under the new agreement, beginning with fiscal year 2011, the PCCA is now a com-
ponent unit of the Commonwealth for reporting purposes.

Community College of Philadelphia (CCP) — 1700 Spring Garden St., Philadelphia, PA 19130

CCP was established by the City to provide two year post-secondary education programs for its residents. It
is governed by a Board appointed by the City, receives substantial subsidies from the City, and its budgets
must be submitted to the City for review and approval.
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Delaware River Waterfront Corp. (DRWC) — 121 N. Columbus Blvd., Philadelphia, PA 19106

The 16 member board, is headed by the Mayors’ Deputy Director for Economic Development and Planning,
and is comprised of appointed City officials and private sector experts in design, finance, and real estate de-
velopment. The group will focus on the development of the seven-mile stretch of water front property be-
tween Allegheny and Oregon Avenues.

Philadelphia Parking Authority (PPA) — 3101 Market St., Philadelphia, PA 19104

PPA was established by the City to coordinate a system of parking facilities and on-street parking on behalf
of the City. Its fiscal year ends on March 31. The City has guaranteed debt payments for PPA. A voting ma-
jority of PPA’s governing board is not appointed by the City however, the significance of the City’s relation-
ship with PPA is such that exclusion from the City’s financial report would be misleading.

Redevelopment Authority of the City of Philadelphia (RDA) — 1234 Market St., Philadelphia, PA 19107
RDA was established to rehabilitate blighted sections of the City. It is governed by a five-member board ap-
pointed by the City and must submit its budgets to the City for review and approval.

School District of Philadelphia (SDP) — 440 N. Broad St., Philadelphia, PA 19130

SDP was established by the Educational Supplement to the Philadelphia Home Rule Charter to provide free
public education for the City's residents. A voting majority of the SDP governing board is not appointed by
the City, however, the significance of the City’s relationship with SDP is such that exclusion from the City’s
financial report would be misleading.

Community Behavioral Health (CBH) — 801 Market St., Philadelphia, PA 19107

CBH is a not-for-profit organization established by the City’s Department of Public Health to provide for and
administer all behavioral health services required by the Commonwealth of Pennsylvania. Its board is made
up of City officials and City appointees. Any change in funding would present a financial burden to the City.

Philadelphia Authority for Industrial Development (PAID) — 2600 Centre Sq. West, Philadelphia, PA
19102

PAID was formed under the Industrial Development Authority Law to issue debt to finance eligible industrial
and commercial development projects. PAID is the delegate agency responsible for administration of cer-
tain state grants and acts in the City’s behalf on major development projects in the City. The City appoints a
voting majority of PAID’s board and is responsible for funding PAID’s debt service.

Philadelphia Gas Works (PGW) — 800 W. Montgomery Ave., Philadelphia, PA 19122

PGW was established by the City to provide gas service to residential and commercial customers within the
City of Philadelphia. The City appoints a voting majority of PGW'’s board and has the ability to modify or ap-
prove their budget.

2. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The City’'s government wide financial statements (i.e. the Statement of Net Assets and the Statement of Activi-
ties) report information on all of the non-fiduciary activities of the primary government and its component units.
Governmental activities which are normally supported by taxes and intergovernmental revenues are reported
separately from business type activities, which rely to a significant extent on fees and charges for support. Like-
wise, the primary government is reported separately from certain legally separate component units for which the
primary government is financially accountable. Interfund activity and balances have been eliminated from the
statements to avoid duplication.

The Statement of Activities demonstrates the degree to which the direct expenses of a given program are offset
by program revenues. Direct expenses are those that are clearly identifiable with a specific program. Program
revenues include: (1) charges to customers or applicants who purchase, use or directly benefit from services or
privileges provided by a given program and (2) grants and contributions that are restricted to meeting operational
or capital requirements of a particular program. Taxes and other items not properly included among program
revenues are reported instead as general revenues.

Separate fund financial statements are provided for governmental funds, proprietary funds, and fiduciary funds,
even though the latter are excluded from the government wide financial statements. Major individual govern-
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mental funds and major individual enterprise funds are reported as separate columns in the fund financial state-
ments.

3. BASIS OF ACCOUNTING, MEASUREMENT FOCUS AND FINANCIAL STATEMENTS

A.

PRIMARY GOVERNMENT

The government wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are the proprietary fund and fiduciary fund (except agency funds
which only report assets and liabilities and cannot be said to have a measurement focus) financial state-
ments. Revenues are recorded when earned and expenses are recorded when a liability is incurred regard-
less of the timing of related cash flows. Real estate taxes are recognized as revenues in the year for which
they are levied. Derived tax revenues such as wage, business privilege, and net profits and earnings taxes
are recognized when the underlying exchange transaction has taken place. Grant and similar items are rec-
ognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement fo-
cus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both mea-
surable and available. Revenues are considered to be available when they are collectible within the current
period or soon enough thereafter to pay liabilities of the current period. For this purpose, the City considers
revenues to be available if they are collected within 60 days of the end of the current fiscal period. Expendi-
tures are generally recorded when a liability is incurred as under accrual accounting. Debt service expendi-
tures, as well as expenditures related to compensated absences and claims and judgments, are recorded
only when payment is due. However, those expenditures may be accrued if they are to be liquidated with
available resources.

Imposed non-exchange revenues such as real estate taxes are recognized when the enforceable legal claim
arises and the resources are available. Derived tax revenues, such as wage, business privilege, net profits
and earnings taxes, are recognized when the underlying exchange transaction has occurred and the re-
sources are available. Grant revenues are recognized when all the applicable eligibility requirements have
been met and the resources are available. All other revenue items are considered to be measurable and
available only when cash is received by the City.

As a general rule, the effect of interfund activity has been eliminated from the government wide financial
statements. Exceptions to this general rule are charges between the City’s water and sewer function and
various other programs of the City. Elimination of these charges would distort the direct costs and program
revenues reported for the various programs concerned.

When both restricted and unrestricted resources are available for use, it is the City’s policy to use restricted
resources first, then unrestricted resources as they are needed.

Amounts reported as program revenue include: (1) charges to customers or applicants for goods received,
services rendered or privileges provided, (2) operating grants and contributions, and (3) capital grants and
contributions. Internally dedicated resources are reported as general revenues rather than as program spe-
cific revenues. Accordingly general revenues include all taxes.

The City reports the following major governmental funds:

e The General Fund is the City’s primary operating fund. It accounts for all financial resources of the
general government, except those required to be accounted for in other funds.

e The Health Choices Behavioral Health Fund accounts for resources received from the Common-
wealth of Pennsylvania. These resources are restricted to providing managed behavioral health
care to Philadelphia residents.

e The Grants Revenue Fund accounts for the resources received from various federal, state and pri-
vate grantor agencies. The resources are restricted to accomplishing the various objectives of the
grantor agencies.

Additionally, the City reports on Permanent funds, which are used to account for resources legally held in
trust for use by the park and library systems of the City. There are legal restrictions on the resources of the
funds that hold that the principal remain intact and only the earnings are allowed to be used for the program.
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The City reports on the following fiduciary funds:

e The Municipal Pension Fund accumulates resources to provide pension benefit payments to quali-
fied employees of the City and certain other quasi-governmental organizations.

e The Philadelphia Gas Works Retirement Reserve Fund accumulates resources to provide pension
benefit payments to qualified employees of the Philadelphia Gas Works.

e The Escrow Fund accounts for funds held in escrow for various purposes.

e The Employees Health & Welfare Fund accounts for funds deducted from employees’ salaries for
payment to various organizations.

e The Departmental Custodial Accounts account for funds held in custody by various City Depart-
ments.

The City reports the following major proprietary funds:

e The Water Fund accounts for the activities related to the operation of the City's water delivery and
sewage systems.

e The Aviation Fund accounts for the activities of the City’s airports.

Private sector standards of accounting and financial reporting issued prior to December 1, 1989, generally
are followed in both the government wide and the proprietary fund financial statements to the extent that
they do not conflict or contradict guidance of the GASB. Governments also have the option of following
subsequent private sector guidance for their business type activities and enterprise funds. The City has
elected not to follow subsequent private sector guidelines.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating reve-
nues and expenses generally result from providing services and producing and delivering goods in connec-
tion with a proprietary fund’'s ongoing operations. The principal operating revenues of the Water Fund are
charges for water and sewer service. The principal operating revenue of the Aviation fund is charges for the
use of the airport. Operating expenses for enterprise funds include the cost of sales and services, adminis-
trative expenses, and depreciation on capital assets. All revenues and expenses not meeting this definition
are reported as non-operating revenues and expenses.

B. COMPONENT UNITS

The SDP prepares their financial statements in a manner similar to the City and utilizes the full range of go-
vernmental and proprietary fund types.

The financial statements of the Community College of Philadelphia have been prepared in accordance with
GASBS #35 - Basic Financial Statements - and Management’s Discussion and Analysis - For Public Colleg-
es and Universities. The remaining component units prepare their financial statements in a manner similar
to that of proprietary funds.

4. DEPOSITS AND INVESTMENTS

The City utilizes a pooled Cash and Investments Account to provide efficient management of the cash of most
City funds. In addition, separate cash accounts are maintained by various funds due to either legal requirements
or operational needs. For Proprietary and Permanent Funds, all highly liquid investments (except for Repur-
chase Agreements) with a maturity of three months or less when purchased are considered to be cash equiva-
lents.

The City reports investments at fair value. Short-term investments are reported at cost which approximates fair
value. Securities traded on national or international exchanges are valued at the last reported sales price. The
fair value of real estate investments is based on independent appraisals. Investments which do not have an es-
tablished market are reported at estimated fair value.

Statutes authorize the City to invest in obligations of the Treasury, agencies, and instruments of the United
States, repurchase agreements, collateralized certificates of deposit, bank acceptance or mortgage obligations,
certain corporate bonds, and money market funds. The Pension Trust Fund is also authorized to invest in corpo-
rate bonds rated AA or better by Moody's Bond Ratings, common stocks and real estate.
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From February to early June, deposits of the City significantly exceeded the amounts reported at year end. This
was due to cyclical tax collections (billings for taxes are mailed in January and payable in March).

5. INVENTORIES

A.

PRIMARY GOVERNMENT

Supplies of governmental funds are recorded as expenditures when purchased rather than capitalized as in-
ventory. Accordingly, inventories for governmental funds are shown on the Statement of Net Assets but not
on the Governmental Funds Balance Sheet. Inventories of proprietary funds are valued at moving average
cost except for the following:

¢ Industrial and Commercial Development Fund inventory represents real estate held for resale and is
valued at cost.

COMPONENT UNITS

All inventories are valued at moving average cost except for the following:

* PGW inventory consists primarily of fuel stock and gases which are stated at average cost.

e The SDP Food Services Fund inventories include food donated by the Federal Government which was
valued at government cost or estimated value. All other food or supply inventories were valued at last unit
cost and will be expensed when used.

* RDA inventory represents real estate held for resale and is recorded based on the estimated appraisal
of values and cost basis of land inventories acquired.

6. CAPITAL ASSETS

A.

PRIMARY GOVERNMENT

Capital Assets, which include property, plant, equipment and infrastructure assets (e.g. bridges, curbs and
gutters, streets and sidewalks and lighting systems), are reported in the applicable governmental or busi-
ness-type activities columns in the government wide financial statements. Capital assets are defined by the
City as assets with an initial individual cost of more than $5,000 and an estimated useful life in excess of
three years. Capital assets are recorded at cost. Costs recorded do not include interest incurred as a result
of financing asset acquisition or construction. Assets acquired by gift or bequest are recorded at their fair
market value at the date of gift. Upon sale or retirement, the cost of the assets and the related accumulated
depreciation, if any, are removed from the accounts. Maintenance and repair costs are charged to opera-
tions.

The City transfers Construction In Process to one or more of the major asset classes: (1) when project ex-
penditures are equal to or have exceeded 90% of the estimated cost on new facilities (except for the Avia-
tion Fund which uses 80% as the determining percentage), (2) when the expenditures are for existing facili-
ties or (3) when they relate to specific identifiable items completed during the year which were part of a larg-
er project.

Cost of construction for proprietary fund capital assets includes all direct contract costs plus overhead costs.
Overhead costs include direct and indirect engineering costs and interest incurred during the construction
period for projects financed with bond proceeds. Interest is capitalized on proprietary fund assets acquired
with tax-exempt debt. The amount of interest to be capitalized is calculated by offsetting interest expense
incurred from the date of the borrowing until completion of the project with interest on invested proceeds
over the same period.

Depreciation on the capital assets for all City funds is provided on the straight-line method over their esti-
mated useful lives: buildings - 20 to 50 years; equipment and storage facilities - 3 to 25 years; and transmis-
sion and distribution lines - 50 years.

Collections of art and historical treasures meet the definition of a capital asset and normally should be re-
ported in the financial statements. However, the requirement for capitalization is waived for collections that
meet certain criteria. The City has collections of art, historical treasures and statuary that are not capitalized
as they meet all of the waiver requirements which are: (1) the collections are held solely for public exhibition,
(2) the collections are protected, preserved and cared for and (3) should any items be sold, the proceeds are
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used only to acquire other items for the collections. Among the City’s collections are historical artifacts at
the Ryers Museum & Library, Loudoun Mansion, Fort Mifflin, Atwater Kent Museum and the Betsy Ross
House. The city also has sculptures, paintings, murals and other works of art on display on public property
and buildings throughout the City.

B. COMPONENT UNITS

Depreciation on the capital assets for component units is provided on the straight-line method over their es-
timated useful lives: buildings - 15 to 50 years; equipment and storage facilities - 3 to 25 years; and trans-
mission and distribution lines - 50 years.

7. BONDS AND RELATED PREMIUMS, DISCOUNTS & ISSUANCE COSTS

In the government-wide financial statements and in the proprietary fund statements, bond premiums and dis-
counts are deferred and amortized over the life of the bonds using the effective interest method. Bonds payable
are reported net of the applicable bond premium or discount. Bond issuance costs are reported as deferred
charges and amortized over the life of the related debt.

In governmental fund financial statements, bond premiums, discounts and issuance costs are recognized in the
current period. The face amount of the debt is reported as other financing sources. Premiums received on debt
issuance are reported as other financing sources while discounts are reported as other financing uses. Issuance
costs are reported as debt issuance expenditures.

8. INSURANCE

The City, except for the Airport and certain other properties, is self-insured for most fire and casualty losses to its
structures and equipment and provides statutory worker's compensation, unemployment benefits, and health and
welfare to its employees through a self-insured plan.

9. RECEIVABLE AND PAYABLES

Activities between funds that are representative of lending/borrowing arrangements outstanding at the end
of the fiscal year are referred to as due to/from other funds. Any residual balances outstanding between
the governmental activities and business-type activities are reported in the governmental-wide financial
statements as “internal balances”.

All trade and property receivables in the governmental wide financial statements are shown net of allowance for
uncollectibles. The real estate tax receivable allowance is equal to 29.72% of outstanding real estate taxes at
June 30. Property taxes are levied on a calendar year basis. The City's property taxes, levied on assessed val-
uation as of January 1, are due and payable on or before March 31. Taxes levied are intended to finance the fis-
cal year in which they become due. Current real estate rates are $9.082 on each $100 assessment; $4.959 for
the SDP and $4.123 for the City. Delinquent charges are assessed at 1.5% per month on all unpaid balances
as of April 1. Real estate tax delinquents are subject to lien as of the following January 1. The City has estab-
lished real estate improvement programs that abate, for limited periods, tax increases that result from higher as-
sessments for improved properties. Certain incremental tax assessments are earmarked to repay loans from the
City to developers who improve properties under Tax Increment Financing agreements.

10. DEFERRED REVENUES

A. PRIMARY GOVERNMENT

Deferred revenues as reported in the fund financial statements represent receivables which will be collected
and included in revenues of future fiscal years or funds received in advance of being earned. In the General
Fund, deferred revenues relate to property tax levies and self-assessed taxes receivable which are not
available to pay liabilities of the current period and grants receivable for which the eligibility criteria has been
met, but the resources are not available. Also included are business-privilege taxes which were received in
advance of being earned. The deferred revenue in the Special Revenue and Capital Improvement Funds is
primarily related to grants receivable and funds received in advance of being earned. In the Water and Avia-
tion Funds, deferred revenues relate to overpayments from water/sewer customers and airlines, respective-

ly.
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11.

B. COMPONENT UNITS

Deferred revenue of the RDA generally represents cash received in advance from various sources to fund
appropriate program expenditures. These advances are subject to various terms, including the obligation to
return any unexpended funds upon completion or termination of the related project. Recognition of grants
as revenues is deferred until funds have been expended or awarded as grants or loans.

Community College of Philadelphia student tuition and fees received prior to June 30 which are applicable to
the Summer Il and Fall terms have been deferred and will be included in revenue in the subsequent year.

COMPENSATED ABSENCES

12.

It is the City’s policy to allow employees to accumulate earned but unused vacation benefits. Vacation pay is ac-
crued when earned in the government-wide financial statements and in the proprietary and fiduciary-fund finan-
cial statements. Sick leave balances are not accrued in the financial statements because sick leave rights are
non-vesting.

CLAIMS AND JUDGMENTS

Pending claims and judgments are recorded as expenses in the government wide financial statements and in the
proprietary and fiduciary fund financial statements when the City solicitor has deemed that a probable loss to the
City has occurred. Claims and judgments are recorded as expenditures in the government fund financial state-
ments when paid or when judgments have been rendered against the City.

LEGAL COMPLIANCE

BUDGETARY INFORMATION

The City's budgetary process accounts for certain transactions on a basis other than generally accepted account-
ing principles (GAAP). In accordance with the Philadelphia Home Rule Charter, the City has formally established
budgetary accounting control for its operating and capital improvement funds.

The operating funds of the City, consisting of the General Fund, nine Special Revenue Funds (County Liquid Fu-
els Tax, Special Gasoline Tax, HealthChoices Behavioral Health, Hotel Room Rental Tax, Grants Revenue,
Community Development, Car Rental Tax, Housing Trust, and Acute Care Hospital Assessment Funds) and two
Enterprise Funds (Water and Aviation Funds), are subject to annual operating budgets adopted by City Council.
Included with the Water Fund is the Water Residual Fund. These budgets appropriate funds for all City depart-
ments, boards and commissions by major class of expenditure within each department. Major classes are de-
fined as: personal services; purchase of services; materials and supplies; equipment; contributions, indemnities
and taxes; debt service; payments to other funds; and advances and other miscellaneous payments. The ap-
propriation amounts for each fund are supported by revenue estimates and take into account the elimination of
accumulated deficits and the re-appropriation of accumulated surpluses to the extent necessary. All transfers
between major classes (except for materials and supplies and equipment, which are appropriated together) must
have council approval. Appropriations that are not expended or encumbered at year end are lapsed. Compari-
sons of budget to actual activity at the legal level of compliance are located in the City's Supplemental Report of
Revenues and Obligations, a separately published report.

The City Capital Improvement Fund budget is adopted annually by the City Council. The Capital Improvement
budget is appropriated by project for each department. All transfers between projects exceeding twenty percent
of each project's original appropriation must be approved by City Council. Any funds that are not committed or
expended at year end are lapsed. Comparisons of departmental project actual activity to budget are located in
the City's Supplemental Report of Revenues and Obligations.

The budgetary comparison schedules presented differ from the modified accrual basis of accounting. These
schedules differ from the GAAP basis statements in that both expenditures and encumbrances are applied
against the current budget, adjustments affecting activity budgeted in prior years are accounted for through fund
balance or as reduction of expenditures and certain interfund transfers and reimbursements are budgeted as
revenues and expenditures.

During the year, classification adjustments and supplementary appropriations were necessary for City funds.
Therefore, budgeted appropriation amounts presented are as originally passed and as amended by the City
Council. As part of the amendment process, budget estimates of City related revenues are adjusted and submit-
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ted to City Council for review. Changes in revenue estimates do not need City Council approval, but are submit-
ted in support of testimony with regard to the appropriation adjustments. Revenue estimates are presented as
originally passed and as amended.

I1l. DETAILED NOTES ON ALL FUNDS AND ACCOUNTS

1. DEPOSITS AND INVESTMENTS

Deposits

State statutes require banks to collateralize City deposits at amounts equal to or in excess of the City’s balance.
Such collateral is to be held by the Federal Reserve Bank or the trust department of a commercial bank other
than the pledging bank. At year-end, the carrying amount (book balance) of deposits for the City and the bank
balances were $415.6 million and $415.6 million respectively. All of the collateralized securities were held in the
City’s name except for $93.6 million which was collateralized but held in the pledging institutions name.

Investments

The City has established a comprehensive investment policy that covers all funds other than the Municipal
Pension Fund and the Philadelphia Gas Works Retirement Reserve. Both of those funds have separate invest-
ment policies designed to meet the long-term goals of the fund. To minimize custodial credit risk, the city’s policy
is to select custodian banks that are members of the Federal Reserve System to hold its investments. Delivery
of the applicable investment documents to the City’s custodian is required for all investments.

As of June 30, 2011 the City’s Investments consisted of:

(amount in thousands of USD)

% of

Classifications Fair Value Total

Corporate Equity 2,856,309 39.52%
U.S. Government Securities 1,158,198 16.03%
Corporate Bonds 1,149,705 15.91%
U.S. Government Agency Securities 758,116 10.49%
Other Bonds and Investments 539,493 7.47%
Commerical Papers 295,450 4.09%
Short Term Investment Pool 236,451 3.27%
Financial Agreements 145,221 2.01%
Collateral Mortgage Obligations 61,661 0.85%
Real Estate 14,567 0.20%
Certificate of Deposit 11,703 0.16%

Total 7,226,874

City excluding Pension Trust Funds

Interest Rate Risk: The City’s investment portfolio is managed to accomplish preservation of principal, mainten-
ance of liquidity and maximize the return on the investments. To limit its exposure to fair value losses from rising
interest rates, the city’s investment policy limits investments to maturities of no longer than 2 years, except in
Sinking Fund Reserve Portfolios.

49



City of Philadelphia
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2011 Exhibit Xill

(amount in thousands of USD)

Less than More than
Classifications 1Year 1-3Years 3 Years
U.S. Government Securities 2,759 782,260 6
Corporate Bonds 827 683,951 0
U.S. Government Agency Securities 502 669,887 0
Commerical Papers 0 295,450 0
Short Term Investment Pool 148,602 0 0
Certificate of Deposit 0 11,703 0
Corporate Equity 0 328 0
Total 152,690 2,443,579 6

Credit Risk: The City’s policy to limit credit risks is to invest in US Government securities (16.03%) or US Gov-
ernment Agency obligations (10.49%). The US Government Agency obligations must be rated AAA by Standard
& Poor’s Corp or Aaa by Moody’s Investor Services. All US Government Securities meet the criteria. The City’s
investment in Commercial paper (4.09%) must be rated A1 by Standard & Poor’s Corp. (S&P) and/or M1G1 by
Moody’s Investor's Services, Inc (Moody’s) and the senior long-term debt of the issuer must not be rated lower
than A by S&P and/or Moody’s. Commercial Paper is also limited to 25% of the portfolio. All commercial paper
investments meet the criteria. Of the corporate bonds held by the City, 33% had a Standard & Poor’s rating of
AAA to AA. Cash accounts are swept nightly and idle cash invested in money market funds (short term invest-
ment pools). Short Term Investment Pools are rated AAA by Standard & Poor’'s Corp and Aaa by Moody'’s In-
vestor Services. The Short Term Investment Pools’ Fair Value is the same as the value of the pool shares. The
City limits its foreign currency risk by investing in certificates of deposit and bankers acceptances issued or en-
dorsed by non-domestic banks that are denominated in US dollars providing that the banking institution has as-
sets of not less than $100 million and has a Thompson's Bank Watch Service “Peer Group Rating” not lower
than 1l. At the end of the fiscal year, the City did not have any investments of that nature.

Municipal Pension Fund

Credit Risk: Currently, the Municipal Pension Fund owns approximately 54.8% of all investments and is invested
primarily in equity securities (33.6%). The fund’s resources are put in the hands of investment managers with
different investment styles who invest according to specific objectives developed for each manager. The Chief
Investment Officer of the Municipal Pension Fund is charged with reviewing the portfolios for compliance with
those objectives and guidelines. Of the fixed income type investments held by the pension fund, 34% had Stan-
dard & Poor ratings of AAA to A; 61% had ratings of BBB+ to B; and, 5% had ratings of CCC+ to C. Moody'’s rat-
ings for the same issues were: 47% had ratings of Aaa to A1; 46% had ratings of Baa3 to B1; and, 7% had rat-
ings of CAA3 to CA.

The investments are held by the managers in the Pension Fund’s name. The investments are diversified with
only the investment in the Lehman Aggregated Pooled Index Fund exceeding 5% of the total investment
(6.1%). The fair value of the investment in the Lehman Aggregated Pooled Index Fund was $246.6 million at
fiscal year end. The fund’s exposure to foreign currency risk derives from its position in foreign currency-
denominated equity securities and fixed income investments. The foreign currency investment in equity securi-
ties is 51.5% of the total investment in equities.
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Municipal Pension Fund

Equity Securities subject to Foreign Currency Risk

(thousands of USD)

Currency Fair Value

Euro Currency 146,046 20.81%

Pound Sterling 97,619 13.91%

Japanese Yen 89,450 12.74%

Australian Dollar 28,956 4.13%

All others 339,782 48.41%
701,854

Fixed Income Securities and Other Investments subject to Foreign Currency Risk

(thousands of USD)

Currency Eair Value Maturities
Currency Euro 26,940
Currency Japanese Yen 877
Government Issues All others 42,017
Government Issues Euro 43,584

Gevernment Issues Pound Sterling 34,116  11/22/2055
Government Issues Mexican Pesso 19,313
Limitied Partnership Units All others 141,102
Real Estate Investment Trusts Euro 34,304
Real Estate Trusts Euro 1,500
Real Estate Investment Trusts Pound Sterling 2,535
Real Estate Investment Trusts All others 1,182
347,471

Statutes permit the Municipal Pension Fund to lend its securities to broker-dealers and other entities with a si-
multaneous agreement to return the collateral for the same securities in the future. The Pension Fund has con-
tracted with a third-party securities lending agent to lend the Pension fund’s securities portfolio. The agent lends
securities of the type on loan at June 30 for collateral in the form of cash or other securities at 102% of the
leaned securities market value plus accrued interest. The collateral for the loans is maintained at greater than
100%. Securities on loan as of June 30 are unclassified with regards to custodial credit risk.

At June 30, the Pension Fund has no credit risk exposure to borrowers because the amounts the Pension Fund
owes the borrowers exceed the amounts the borrowers owe to the Pension Fund. The agent provides indemnifi-
cation if the borrowers fail to return the underlying securities (and if the collateral is inadequate to replace the se-
curities lent), or fail to pay income distributions on them. All open securities loans can be terminated on demand
by either the Pension Fund or the borrower. All term securities loans can be terminated with five days notice by
either the Pension Fund or the borrower. Cash collateral is invested in accordance with the investment guide-
lines of the Pension Fund. The Pension Fund cannot pledge or sell collateral securities received unless the bor-
rower defaults.
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This chart details the exposure to interest rate changes based on maturity dates of the fixed income securities:

Municipal Pension Fund Exposure to Credit Risk
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Philadelphia Gas Works Retirement Reserve (PGWRR)

Credit Risk: Currently, the PGWRR owns approximately 6.5% of all investments and is primarily invested in equi-
ty securities (57.19%). The long-term goals of the fund are to manage the assets to produce investment results
which meet the Fund’s actuarially assumed rate of return and protect the assets from any erosion of inflation ad-
justed value. The fund’s resources are put in the hands of investment managers with different investment styles
who invest according to specific objectives developed for each manager. The Chief Investment Officer of the
PGWRR is charged with reviewing the portfolios for compliance with those objectives and guidelines. To protect
against credit risk, the fund requires that all domestic bonds must be rated investment grade by at least two rat-
ings agencies (Standard & Poor’s, Moody’s or Fitch). The portfolio managers’ Average Credit Quality ranges
from AAA to AA.

The PGWRR's fixed income investments are as follows:

(thousands of USD) Maturity Length

Investment Type Less than 1 yr. 1-3 yrs 3-5 yrs 5-10 yrs More than 10 yrs
Short-Term Investment Pools 14,156 - - - -
U.S. Government Agency Securities - 1,812 1,945 953 412
U.S. Government Securities 5,761 7,012 6,006 8,467 2,816
MTG Pass Thrus - 185 - 328 3,555
Municipal Securities - - - - 558
Asset Backed Securities - - - 3,035 34,185
Corporate bonds 1,288 9,696 9,079 36,498 8,075

21,205 18,705 17,030 49,281 49,601
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Blended Component Units

A. PICA

The Authority may deposit funds in any bank that is insured by federal deposit insurance. To the extent that the
deposits exceed federal insurance, the depositories must deposit (with their trust department or other custodian)
obligations of the US Government, the Commonwealth of Pennsylvania or any political subdivision of the Com-
monwealth. Investments must be made in accordance with a trust indenture that restricts investments to obliga-
tions of the City of Philadelphia, government obligations, repurchase agreements collateralized by direct obliga-
tions of or obligations the payments of principal and interest on which are unconditionally guaranteed as to full
and timely payment by the United States of America, money market mutual fund shares issued by a fund having
assets not less than $100,000,000 or guaranteed investment contracts (GIC) with a bank insurance company or
other financial institution that is rated in one of the three highest rating categories by the rating agencies and
which GICs are either insured by municipal bond insurance or fully collateralized at all times.

At June 30, 2011 the carrying amount of PICA’s deposits with financial institutions (including certificates of depo-

sit and shares in US government money market funds) and other short-term investments was $100.3 million.
Statement balances were insured or collateralized as follows:

(thousands of USD)

Insured 750
Uninsured and uncollateralized 99,558
Total: 100,308

PICA’s deposits include bank certificates of deposit with a remaining maturity of one year or less and shares in
US government money market funds.

Investment Derivative Instruments

As of June 30, 2011, PICA’s basis caps did not meet the criteria for effectiveness as a hedging instrument.
Therefore, they are reported as investment derivative instruments.

(amounts in thousands)

Changes in Fair Value Fair Value at June 30, 2011
Classification Amount Classification Amount Notional
Governmental Activities
Investment Derivatives:
Basis Caps Investment Revenue 3,364 Investment (394) 490,050

a. PICA Series of 2003 and 1999 Basis Cap Agreements

In June 2003 and 2004, the Authority entered into basis cap transactions with the counterparty as follows:

2003 Basis Cap

Beginning July 15, 2003, the counterparty pays the Authority a fixed rate each month of .40% per year and the
Authority will pay the counterparty a variable rate based on the greater of (a) the average of BMA for the month
divided by one-month LIBOR less 70%, multiplied by the one-month LIBOR, times the notional amount times the
day count fraction or (b) zero. The notional amount and term of the agreement equals the notional amount and
term of the 2003 interest rate swap noted above.

1999 Basis Cap
Beginning July 15, 2009, the counterparty pays the Authority a fixed-rate each month of .46% per year and the

Authority will pay the counterparty a variable rate based on the greater of (a) the average of BMA for the month
divided by one-month LIBOR, less 70%, multiplied by one-month LIBOR, times the notional amount times the
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day count fraction or (b) zero. The notional amount and term of this agreement equals the notional amount and
term of the 1999 interest rate swaption noted above.

Fair value: As of June 30, 2011, the 2003 Basis Cap had a negative fair value of ($486,167). This means that
PICA would have to pay this amount to terminate the 2003 basis cap. As of June 30, 2011, the 1999 Basis Cap
had a positive fair value of $91,989. This means that PICA would receive this amount if the 1999 basis cap were
terminated.

B. PHILADELPHIA MUNICIPAL AUTHORITY

The authority does not have a formally adopted investment policy; however, the terms of their bond indentures
limit the investments in which the trustee can deposit funds. These limited investments include US government
obligations, repurchase agreements for government obligations, certificates of deposits and other time deposit
arrangements with financial institutions. Investments at June 30 are summarized as follows:

(thousands of USD)

Fair Value Cost

Money Market Funds 67,367 67,363
U.S. Government Securities 14,104 14,085
Certificates of Deposit 100 100
Corporate Debt 4,639 4,627
Foreign Debt 519 517
86,730 86,693

All investments were uninsured and collateralized with securities held by the pledging financial institution’s trust
department but not in the Authority’s name at June 30, 2011.

The Authority does not have a formally adopted investment policy related to credit risk, but generally follows the
practices of the City. As of June 30, 2011 the Authority’s investments in U.S. Government Securities were rated
AAA, and investments in corporate and foreign debt were rated AA+ or AAA, by Standard & Poor’s. Investments
in money market funds and certificates of deposit were not rated. Depository cash accounts consisted of
$360,516 on deposit with two local banks. Amounts are insured by the FDIC up to $250,000. Deposits in excess
of the FDIC limit are collateralized with securities held by the pledging financial institution’s trust department or
agent in the Authority’s name.

Discretely Presented Component Units

a. Philadelphia Authority for Industrial Development Basis Swap

As of June 30, 2011, PAID’s basis swap did not meet the criteria for effectiveness as a hedging instrument.
Therefore, it is reported as an investment derivative instrument.

(amounts in thousands)

Changes in Fair Value Fair Value at June 30, 2011
Classification Amount Classification Amount Notional
Governmental Activities
Investment Derivatives:
Basis Swap Investment Revenue 3,415 Investment (5,685) 193,520

Objective: PAID entered into a basis swap that became effective on July 1, 2004, that provides PAID with ten
equal payments of $1.2 million with the first payment due on July 1, 2004. PAID executed the basis swap to
create a benefit similar to entering into a synthetic refunding, using a swap based on a percentage of LIBOR,
without having to issue bonds or eliminate future advance refunding opportunities. In July, 2006, a portion of the
existing basis swap was restructured such that the variable rate received by PAID was converted from a percen-
tage of one month LIBOR to a percentage of the five year LIBOR swap rate, on a forward starting basis. This
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provides for potentially significant long-term savings while also providing for a diversification of the City’s variable
rate index on its entire swap portfolio.

Terms: The original swap was executed with Merrill Lynch Capital Service Inc. (“MLCS”) with payments based
on an amortization schedule and an initial notional amount of $298.5 million. The swap commenced on July 1,
2004 and matures on October 1, 2030. Under the swap, PAID pays a variable rate equal to the SIFMA Munici-
pal Swap Index and receives a variable rate computed as 67% of one-month LIBOR + 20 basis points. PAID, al-
so receives ten equal payments of $1.2 million from MLCS starting on July 1, 2004. Payments under this swap
are a lease rental obligation of the City.

The transaction was amended to $105.0 million of the original notional amount with payments based on an amor-
tization schedule. Under the amended portion of the swap, the variable payments received by PAID are com-
puted as 62.89% of five year LIBOR + 20 basis points (replacing 67% of one month LIBOR + 20 basis points).
The amended effective date was October 1, 2006, with variable payments made (as described above) through
October 1, 2020. On December 1, 2009, PAID terminated that portion of the swap that was subject to the
amendment and received a termination payment of $3,049,000.

As of June 30, 2011, the notional amount on the portion of the swap that was not amended was $193.5 million.

Fair Value: As of June 30, 2011, the swap had a negative fair value of ($5.7 million). This means that PAID
would have to pay this amount to terminate the swap.

Risks: As of June 30, 2011, PAID is not exposed to credit risk because the swap had a negative fair value.
Should interest rates change and the fair value of the swap become positive, PAID would be exposed to credit
risk in the amount of the swaps’ fair value. The swap includes an additional termination event based on credit
ratings. The swap may be terminated by PAID if the ratings of MLCS’s guarantor (Merrill Lynch & Co.) falls be-
low Baa3 or BBB- or the swap may be terminated by MLCS if the City’s rating falls below Baa3 or BBB-. There
is a 3-day cure period to these termination events.

The swap exposes PAID to basis risk. The swap exposes PAID to the risk that the relationship between one
month LIBOR and the SIFMA index may change from the historic pattern that existed when the swap was en-
tered into. If SIFMA averages higher than 67% of one month LIBOR plus 20 bps, the anticipated savings of the
swap will be reduced and may not materialize. This risk would be magnified in a flat or inverted yield curve envi-
ronment.

b. School District of Philadelphia Basis Swaps

The School District on November 21, 2006 entered into two qualified interest rate management agreement basis
swaps initially related to its 2003 Bonds and subsequently its General Obligation Refunding Bonds, Series B of
2004 and Series C of 2004 for the purpose of managing interest costs. The School District refunded the Series
B and C of 2004 Bonds through the issuance of General Obligation Refunding Bonds, Series A, B, C and D of
2008 (the “Series 2008 Bonds”). Simultaneously with the issuance of the Series 2008 Bonds, the School District
related the existing qualified interest rate management agreements to the Series 2008 Bonds. This did not have
an impact or cause a change of any kind to the existing swap documents, other than as described above, and
only adjusted the related subseries.

In connection with the basis swap agreements, the School District received an upfront cash payment of $10 mil-
lion.

As of June 30, 2011, the School District’s basis swaps are considered to be investment derivative instruments
with the following maturities (amounts in thousands):

Investment Maturities (in years)
Investment Type Fair Less More
Value Than1 15 6-10 Than 10

Investment Derivative
Instruments $ (26,257) $ (26,257)

Interest rate risk - The School District’s two pay variable interest rate basis swaps have a total notional amount of
$500,000,000. The School District makes payments to the counterparty based on the SIFMA swap index and
receives 67% of LIBOR plus .2788%. The basis swaps were executed November 30, 2006 and mature May 15,
2033. At June 30, 2011, the fair value of the swaps is $(26,256,997). The swap agreements contain varying col-
lateral agreements with the counterparties. The swaps require collateralization of the fair value of the swap
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should the counterparty’s credit rating fall below the applicable thresholds.

Credit risk - As of June 30, 2011, the School District was not exposed to credit risk on any of its outstanding ba-
sis swaps because the swaps had negative fair values of $26,256,997. The fair values take into consideration
the prevailing interest rate environment and the specific terms and conditions of each swap. All fair values were
estimated using the zero-coupon discounting method. This method calculates the future payments required by
the swap, assuming that the current forward rates implied by the yield curve are the market’s best estimate of fu-
ture spot interest rates. These payments are then discounted using the spot rates implied by the current yield
curve for a hypothetical zero-coupon rate bond due on the date of each future net settlement payment on the
swaps.

The notional amounts and credit ratings of the bank counterparties on the outstanding swaps as of June 30,
2011 are as follows (amounts in thousands):

Credit Rating

Initial Notional Bank Counterparty Moody’'s S&P  Fitch
$150,000 Wachovia Bank Aa2 AA AA-
$350,000 JP Morgan Chase Bank Aal AA- AA-

Basis risk - The basis risk on the basis swaps is the risk that benchmark tax-exempt interest rates paid by the
School District on each basis swap differ from the variable swap rate received from the applicable counterparty
on the related swap. The School District bears basis risk on each of its basis swaps since the School District
receives a percentage of LIBOR and pays the tax-exempt benchmark SIFMA. The School District is exposed to
basis risk should the floating rate that it receives on a swap plus the spread is less than SIFMA the School Dis-
trict pays on the swaps. Depending on the magnitude and duration of any basis risk shortfall, the expected cost
savings from the basis swap may not be realized.

Termination risk - The School District can terminate a swap at any time at the fair market value; the counterparty
to a swap may, as provided therein, only terminate the swap upon certain termination events under the terms
thereof. If a basis swap is terminated, the associated expected savings on the fixed-rate bonds would no longer
be recognized. If at the time of termination, the swap has a negative fair value, the School District would be liable
to the counterparty for a payment equal to the swap’s fair value.

2. SECURITIES LENDING

The Board of Directors of the Municipal Pension Fund (Pension Fund) and the Sinking Fund Commission (on
behalf of the Philadelphia Gas Works Retirement Reserve Fund (PGWRR)) have each authorized management
of the respective funds to participate in securities lending transactions. Each fund has entered into a Securities
Lending Agreement with its custodian bank to lend its securities to broker-dealers.

® The Pension Fund lends US Government and US Government Agency securities, domestic and interna-
tional equity securities and international fixed income securities and receives cash and securities issued or guar-
anteed by the federal government as collateral for these loans. Securities received as collateral can not be
pledged or sold except in the case of a borrower default. The market value of collateral must be at least 102%
(in some cases 105%) of the underlying value of loaned securities. The Pension fund has no restriction on the
amount of securities that can be lent. The Pension Fund’s custodian bank indemnifies the Fund by agreeing to
purchase replacement securities or return cash collateral if a borrower fails to return securities or pay distribu-
tions thereon. The maturity of investments made with cash collateral generally did not match the maturity of se-
curities loaned during the year or at year-end. The Pension Fund experienced $1.9 million in unrealized losses
from securities transactions during the year and had no credit risk exposure at June 30.

* The PGWRR lends US Treasury, federal agency, and DTC-eligible corporate debt and equity securities and
receives cash, US Treasury and federal agency securities and letters of credit as collateral for these loans. Se-
curities received as collateral can not be pledged or sold except in the case of a borrower default. The market
value of collateral must be 102% of the total of the market value of loaned securities plus any accrued interest.
The PGWRR placed no restrictions on the amount of securities that could be lent. The PGWRR'’s custodian bank
does not indemnify the PGWRR in the event of a borrower default except in cases involving gross negligence or
willful misconduct on the custodian’s part. Maturity of investments made with cash collateral is generally matched
with maturity of loans. The PGWRR experienced no losses and had no credit risk exposure at June 30.
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3. AMOUNTS HELD BY FISCAL AGENT

Two of the City’s component units (PAID and RDA) have issued debt that, in accordance with GASB Interpreta-
tion #2, is considered conduit debt. Therefore, no asset related to the bond proceeds or liability related to the
bonds is shown on their respective financial statements. However, since the City, through various agreements is
responsible for the debt, the proceeds of the issuance are shown as assets of the City.

A. GOVERNMENTAL FUNDS

General Fund - Consists of cash and investment balances related to the net proceeds of PAID’s Sports Stadium
Financing Lease Revenue Bonds Series A & B of 2007, PAID’s Central Library Project Financing Lease Reve-
nue Bonds Series 2005 and PAID’s Cultural and Commercial Corridor Lease Revenue Bonds Series 2006.

Grants Revenue Fund - Consists of cash and investment balances related to the net proceeds of the RDA’s City
of Philadelphia Neighborhood Transformation Initiative Bonds.

B. PROPRIETARY FUNDS

Aviation Fund consists of cash and investment balances related to the net proceeds of PAID’s Airport Revenue
Bonds, Series 1998A and 2001A. The proceeds are held by a fiscal agent and disbursed at the City’s direction
to pay for airport related capital improvements.

4. INTERFUND RECEIVABLES AND PAYABLES

A. PRIMARY GOVERNMENT

Interfund receivable and payable balances among Primary Government funds at year-end are the result of the
time lag between the dates that interfund goods and services are provided, the date the transactions are record-
ed in the accounting system and the date payments between funds are made. All balances are expected to be
settled during the subsequent year. Interfund receivable and payable balances within the Primary Government at
year-end are as follows:

(Amounts in Thousands of USD) Interfund Receivables Due to:
Non major
Governmental
Special Debt Other
General Revenue Service Eunds Total
Interfund Payables Due From:
General - - - 846 846
Non major Special Revenue Funds 11,866 - - 498 12,364
Non major Debt Service Funds - - - - -
Total 11,866 - - 1,344 13,210

B. COMPONENT UNITS

Interfund receivables and payables between the Primary Government and its Component Units at year-end are
the result of the time lag between the dates that interfund goods and services are provided, the date the transac-
tions are recorded in the accounting system and the date payments between funds are made. All interfund bal-
ances are expected to be settled during the subsequent year. Interfund receivable and payable balances among
the Primary Government and Component Units at year-end are as follows:
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Receivables Due to:
(Amounts in Thousands of USD) Timing
General Aviation CBH RDA Difference Total
Payables Due From:
Behavioral Health - - 60,160 - - 60,160
Grants Revenue - - - 2,575 - 2,575
Non-major Funds - - - 2,741 - 2,741
PPA 15,257 24,598 - - 2,512 42,367
PAID 7,859 - - - - 7,859
RDA - - - - 1,500 1,500
Timing Difference (7,859) (24,598) (4,698 3,945 - (33,210)
Total 15,257 - 55,462 9,261 4,012 83,992
5. CAPITAL ASSET ACTIVITY
A. PRIMARY GOVERNMENT
Capital Asset activity for the year ended June 30 was as follows:
(Amounts In Millions of USD)
Beginning Ending
Governmental Activities: Balance Increases Decreases Balance
Capital assets not being depreciated:
Land 756 6 - 762
Fine Arts 1 - - 1
Construction In Process 25 27 (5) 47
Total capital assets not being depreciated 782 33 (5) 810
Capital assets being depreciated:
Buildings 1,811 37 - 1,848
Other Improvements 296 8 - 304
Equipment 464 20 (22) 462
Infrastructure 1,303 39 - 1,342
Transit 292 - - 292
Total capital assets being depreciated 4,166 104 (22) 4,248
Less accumulated depreciation for:
Buildings (1,086) (58) - (1,144)
Other Improvements (199) 9) - (208)
Equipment (367) (25) 22 (370)
Infrastructure (942) (36) - (978)
Transit (203) (8) - (211)
Total accumulated depreciation (2,797) (136) 22 (2,911)
Total capital assets being depreciated, net 1,369 (32) - 1,337
Governmental activities capital assets, net 2,151 1 (5) 2,147
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(Amounts In Millions of USD)

Beginning Ending
Business-type activities: Balance Increases Decreases Balance
Capital assets not being depreciated:
Land 105 105
Intangible Assets 2 2
Construction In Process 322 283 (199) 406
Total capital assets not being depreciated 429 283 (199) 513
Capital assets being depreciated:
Buildings 3,135 109 (18) 3,226
Other Improvements 261 11 - 272
Equipment 115 21 (19) 117
Intangible Assets 10 1 - 11
Infrastructure 2,561 121 (12) 2,670
Total capital assets being depreciated 6,082 263 (49) 6,296
Less accumulated depreciation for:
Buildings (1,463) (101) 11 (1,553
Other Improvements (137) (10) - (147
Equipment (90) (6) 3 (93
Intangible Assets 3) (1) - 4
Infrastructure (1,324) (69) (6) (1,399
Total accumulated depreciation (3,017) (187) 8 (3,196
Total capital assets being depreciated, net 3,065 76 (41) 3,100
Business-type activities capital assets, net 3,494 359 (240) 3,613

Depreciation expense was charged to the programs of the primary government as follows:

(Amounts in Millions of USD)
Governmental Activities:

Economic Development 3
Transportation:

Streets & Highways 36

Mass Transit 8
Judiciary and Law Enforcement:

Police 9

Prisons 6
Conservation of Health:

Health Services 3
Cultural and Recreational:

Recreation 11

Parks 10

Libraries and Museums 10
Improvements to General Welfare:

Social Services 2
Service to Property:

Fire 6
General Management & Support 32

Total Governmental Activities 136

Business Type Activities:

Water and Sewer 86
Aviation 101
Total Business Type Activities 187
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B. DISCRETELY PRESENTED COMPONENT UNITS

The following schedule reflects the combined activity in capital assets for the discretely presented component
units for the year ended June 30.

(Amounts In Millions of USD)

Beginning Ending

Governmental Activities: Balance Increases Decreases Balance
Capital assets not being depreciated:

Land 119 14 (1) 132

Art 8 - 8

Construction In Process 326 (176) 150
Total capital assets not being depreciated 453 (162) (1) 290
Capital assets being depreciated:

Buildings 1,509 173 9) 1,673

Other Improvements 1,045 130 (16) 1,159

Equipment 283 25 (15) 293

Infrastructure 1 - - 1
Total capital assets being depreciated 2,838 328 (40) 3,126
Less accumulated depreciation for:

Buildings (557) (29) 9 (577)

Other Improvements (600) (53) 12 (641)

Equipment (184) (28) 14 (198)

Infrastructure (1) - (1)
Total accumulated depreciation (1,342) (110) 35 (1,417)
Total capital assets being depreciated, net 1,496 218 (5) 1,709
Capital assets, net 1,949 56 (6) 1,999
Business-type Activities:
Capital assets not being depreciated:

Land 34 3 (1) 36

Fine Arts 5 - (2) 3

Construction In Process 532 98 (532) 98
Total capital assets not being depreciated 571 102 (535) 137
Capital assets being depreciated:

Buildings 905 39 (334) 610

Other Improvements 39 1 (2) 38

Equipment 399 17 (13) 403

Infrastructure 1,408 38 (3) 1,443
Total capital assets being depreciated 2,751 94 (353) 2,493
Less accumulated depreciation for:

Buildings (372) (16) 136 (252)

Other Improvements (35) (2) 2 (34)

Equipment (119) (20) 14 (124)

Infrastructure (614) (34) 2 (645)
Total accumulated depreciation (1,140) (70) 155 (1,056)
Total capital assets being depreciated, net 1,611 24 (198) 1,437
Capital assets, net 2,182 125 (733) 1,574

6. NOTES PAYABLE

PGW, pursuant to the provisions of certain ordinances and resolutions, may sell short-term notes in a principal
amount which, together with the interest thereon, will not exceed $150 million outstanding at any one time.
These notes are intended to provide additional working capital. They are supported by an irrevocable letter of
credit and a subordinated security interest in the PGW’s revenues. There were no notes outstanding at year-end
(August 31, 2010).

In prior years, CCP has entered into various loan agreements with the State Public School Building Authority and
the Hospitals & Higher Education Facilities Authority for loans totaling approximately $97.1 million. The loans
have interest rates ranging from 2.50% to 6.25%, mature through 2028 and will be used for various capital
projects, the upgrading of network infrastructures and various deferred maintenance cost.
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The combined principal balance outstanding at year-end is as follows:

Period Amount
2012 $ 7,718,734
2013 8,066,215
2014 7,633,038
2015 5,355,033
2016 5,310,000

2017-2021 26,685,000
2022-2026 25,700,000
2027-2028 10,605,000

Total $ 97,073,020

7. DEBT PAYABLE

A. PRIMARY GOVERNMENT LONG-TERM DEBT PAYABLE

(1) Governmental Debt Payable

The City is subject to a statutory limitation established by the Commonwealth of Pennsylvania for bonded indeb-
tedness (General Obligation Bonds) payable principally from property taxes. As of June 30, 2011 the statutory
limit for the City is $1.6 billion, the General Obligation Debt net of deductions authorized by law is $1.5 billion,
leaving a legal debt borrowing capacity of $97.3 million. Termination Compensation costs and Worker's Com-
pensation claims are paid by whichever governmental fund incurs them. Indemnity claims are typically paid by
the General Fund.

The following schedule reflects the changes in long-term liabilities for the fiscal year:
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(Amounts In Millions of USD)

Beginning Ending  Due Within
Balance Additions Reductions Balance One Year

Governmental Activity
Bonds Payable

Term Bonds 786.1 97.3 (39.2) 844.2 41.8
Refunding Bonds 819.3 114.6 (102.3) 831.6 20.4
Serial Bonds 453.1 61.7 (67.3) 4475 374
Add: Bond Premium 104.6 5.0 (8.8) 100.8 -
Less: Deferred Amounts
Unamortized Issuance Expenses (41.2) (17.5) 3.5 (55.2) -
Unamortized Discount and Loss (50.9) (0.1) 3.8 (47.2) -
Total Bonds Payable 2,071.0 261.0 (210.3) 21217 99.6
Obligations Under Lease & Service Agreements
Pension Service Agreement 1,428.3 59.2 (80.2) 1,407.3 394
Neighborhood Transformation 252.8 - (6.8) 246.0 7.2
One Parkway 46.7 - (1.6) 451 1.6
Sports Stadia 3371 - (5.6) 331.5 5.9
Library 9.1 - (0.5) 8.6 0.5
Cultural Corridor Bonds 126.1 - (3.3) 122.8 3.4
Arbitrage 1.2 - (1.2) - -
Indemnity Claims 47.7 34.1 (34.5) 47.3 15.8
Worker's Compensation Claims 299.8 28.7 (53.2) 275.3 34.5
Termination Compensation Payable 196.9 22.7 (18.4) 201.2 22.7
Net Pension Obligation - 69.4 - 69.4 -
OPEB Obligation 433 36.2 - 79.5 -
Leases 31.1 28.0 (7.4) 51.7 11.1
Governmental Activity Long-term Liabilities 4,891.1 539.3 (423.0) 5,007.4 241.7

In addition, both blended component units have debt that is classified on their respective balance sheets as
General Obligation debt payable. The following schedule summarizes the General Obligation Bonds outstanding
for the City, the PMA and PICA:

(Amounts In Millions of USD)

Interest
Rates Principal Due Dates
Governmental Funds:
City 2.00 % to 7.125 % 1,369.8 Fiscal 2012 to 2042
PMA 2.00 % to 7.50 % 258.8 Fiscal 2012 to 2039
PICA 3.00 % to 5.00 % 494.7 Fiscal 2012 to 2023
2,123.3
. In April 2011, the City issued $253.7 million of general obligation bonds series 2011. There were serial bonds is-

sued in the amount of $156.4 million with interest rates ranging from 2.0% to 5.375% maturing in 2026. Term
bonds were issued in amounts of: $23.2 million at 5.875% interest due on August 31, 2031; $31.3 million at 6.0%
interest due on August 1, 2036; and $42.8 million at 6.5% interest due on August 1, 2041. The bonds were is-
sued for the purpose of refunding the 1998 Refunded Bonds ($85.9 million), the 2001 Refunded Bonds ($31.6
million) and financing capital projects ($139.1 million).

. As of June 30, 2011, PMA’s Statement of Net Assets disclosed $19.9 million of accretion to its bond principal
payments for fiscal years 2012 through 2015. Capitalized interest relates entirely to MSB 1990 Series Capital
Appreciation Bonds. Accretion value represents the cumulative compounded interest due and payable at bond
maturity.

. In May 2011 PAID remarketed the Multi-Modal Lease Revenue Refunding Bonds 2007, Series B ($234.3 mil-
lion), and entered into irrevocable, direct-pay letters of credit (LOC) with three separate banks. Each LOC will be
issued and secured pursuant to a Reimbursement Agreement dated May 1, 2011 between PAID and the issuing
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bank. The Trustee will be entitled to draw up to an amount equal to the principal of and 57 days’ accrued interest
to be used to pay the principal or redemption price of and interest on the 2007B Bonds. J.P. Morgan Securities
LLC’s LOC, in the amount of $117.3 million, funds the 2007 Series B-1 bonds and will expire on May 24, 2013.
Merril, Lynch, Pierce, Fenner & Smith Incorporated’s LOC, in the amount of$72.4 million, funds the 2007 Series
B-2 bonds and will expire on May 24, 2013. PNC Bank, National Association’s LOC, in the amount of $44.6 mil-

lion, funds the 2007 Series B-3 bonds and will expire on May 23, 2014.

The City has General Obligation Bonds authorized and un-issued at year-end of $155.7 million for Governmental

Funds. The debt service through maturity for the Governmental GO Debt is as follows:

Fiscal
Year

2012
2013
2014
2015
2016
2017-2021
2022-2026
2027-2031
2032-2036
2037-2041
2042-2046
Totals

(Amounts In Millions of USD)

City Fund Blended Component Units
General Fund PMA PICA

Principal Interest Principal Interest Principal Interest
40.8 67.4 21.2 14.6 41.8 24.6
48.5 68.4 22.7 13.7 43.6 225
50.7 66.2 24.4 11.9 45.6 204
53.5 63.5 25.9 10.5 47.7 18.1
52.0 60.9 20.0 9.1 49.9 15.8
288.8 261.8 65.0 31.3 209.7 43.2
312.3 185.5 141 24.0 56.4 3.9

298.2 105.3 19.1 18.9 -

139.9 43.9 26.2 11.9 -

75.4 13.9 20.2 2.7 -

9.7 0.3 - - -
1,369.8 9371 258.8 148.6 494.7 148.5

The debt service through maturity for Lease and Service Agreements is as follows:

Lease & Service Agreements

(Amounts In Millions of USD)

Pension Service Neighborhood
Fiscal Agreement Transformation One Parkway Sports Stadium Central Library Cultural Corridors
Year Principal Interest Principal Interest  Principal Interest Principal Interest Principal Interest Principal Interest
2012 85.6 34.1 7.2 12.7 1.6 21 5.9 13.4 0.5 0.4 34 5.8
2013 84.8 40.0 7.6 12.3 2.1 2.0 11.5 13.0 0.5 0.3 3.6 5.6
2014 80.5 455 8.0 11.9 2.1 2.0 12.0 124 0.5 0.3 3.8 5.4
2015 79.3 51.7 8.4 11.5 2.3 1.8 124 11.8 0.5 0.3 3.9 5.3
2016 76.9 57.8 8.9 11.0 2.4 1.7 13.0 11.2 0.6 0.3 42 5.1
2017-2021 316.9 356.7 52.0 47.7 13.6 6.9 73.8 47.9 3.1 1.0 24.2 21.9
2022-2026  237.3 436.3 67.4 324 171 34 90.9 31.5 3.0 0.3 311 15.1
2027-2031 446.0 58.1 86.4 13.4 3.9 0.2 112.0 11.5 - - 39.6 6.6
2032-2036 - - - - - - - - - - 9.0 0.2
Totals 1,407.3 1,080.2 245.9 152.9 45.1 20.1 331.5 152.7 8.7 2.9 122.8 71.0

(2) Business Type Debt Payable

The following schedule reflects changes in long-term liabilities for Business-Type Activities for the fiscal year:
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(Amounts In Millions of USD)

Beginning Ending Due Within
Balance Additions Reductions Balance One Year

Business-Type Activity
Bonds Payable

General Obligation Bonds 2.2 - (1.2) 1.0 1.0
Revenue Bonds 2,888.9 883.5 (518.1) 3,254.3 169.7
Add: Bond Premium - 9.9 - 9.9 -
Less: Deferred Amounts
Unamortized Discounts and Loss (100.1) - 24.9 (75.2) -
Total Bonds Payable 2,791.0 893.4 (494.4) 3,190.0 170.7
Indemnity Claims 4.7 12.5 (7.0) 10.2 -
Worker's Compensation Claims 19.1 8.6 (7.0) 20.7 -
Termination Compensation Payable 15.1 - (0.1) 15.0 -
Net Pension Obligation 1.6 9.0 - 10.6 -
Arbitrage 1.1 - (0.8) 0.3 -
Business-type Activity Long-term Liabilities 2,832.6 923.5 (509.3) 3,246.8 170.7

In addition, the Enterprise Funds have debt that is classified on their respective balance sheets as General Obli-
gation debt payable which is summarized in the following schedule:

(Amounts In Millions of USD)

Interest
Rates Principal Due Dates
Enterprise Funds
Water Fund 1.00 % 1.0 Fiscal 2012

1.0

Also, the City has General Obligation Bonds authorized and un-issued at year end of $303.6 million for the En-
terprise Funds.

The debt service through maturity for Business-type General Obligation Debt is as follows:

(Amounts In Millions of USD)

Fiscal Water Fund

Year Principal Interest
2012 1.0 -
Totals 1.0 -

Several of the City's Enterprise Funds have issued debt payable from the revenues of the particular entity. The
following schedule summarizes the Revenue Bonds outstanding at year end:
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(Amounts In Millions of USD)

Interest
Rates Principal Due Dates
Water Fund 011 % to 6.25 % 1,813.4 Fiscal 2012 to 2041
Aviation Fund 200 % to 550 % 1,440.9 Fiscal 2012 to 2040
Total Revenue Debt Payable 3,254.3

. In August 2010, the City issued Water & Wastewater Revenue Bonds Series 2010 C in the amount of $185.0 mil-
lion. Serial bonds were issued in the amount of $116.6 million with interest rates ranging from 3.0% to 5.0%, and
have a maturity date of 2030. Term bonds were issued in the following amounts (1) $5.2 million with an interest
rate of 4.750% and mature in 2035; (2) $24.8 million with an interest rate of 5.0% and mature in 2035; (3) $38.4
million with an interest rate of 5.0% and mature in 2040. The proceeds of the bonds together with other available
funds of the water department will be used to fund capital improvements to the City’s water & wastewater sys-
tem, fund payments to terminate a portion of the 2007 swap agreement ($15.0 million), fund the required deposit
into the Debt Reserve account of the Sinking Fund and pay various bond issuance costs.

. In July 2010, the City of Philadelphia Water Department received approval from the Pennsylvania State Infra-
structure Financing Authority (‘PENNVEST”) for the Green Infrastructure Project (Series 2010B), bringing the to-
tal financing from PENNVEST to $214.9 million. During fiscal year 2011, PENNVEST'’s drawdowns totaled $73.8
million, which represents an increase in bond issuances. The funding is through low interest loans of 1.193%
during the construction period and for the first five years of amortization (interest only payment are due during
the construction period up to three years) and 2.107% for the remaining fifteen years. Individual loan information

is as follows:
Maximun Loan Estimated Amt Requested Amt Rec'd
Date Series Amount Project Costs thru 6/30/2011 Yes/No Purpose

Oct. 2009 2009B 42,886,030 42,339,199 16,530,733 No Water Plant Improvements
Oct. 2009 2009C 57,268,193 56,264,382 35,666,542 No Water Main Replacements
Mar. 2010 2009D 84,759,263 84,404,754 48,583,956 Yes Sewer Projects

Jul. 2010 2010B 30,000,000 31,376,846 (] No Green Infrastructure Project

Totals: 214,913,486 214,385,181 100,781,231

. In November 2010, the City issued Airport Revenue Bond Series 2010 in the amount of $624.7 million. The Se-
ries 2010 A bonds (Non-AMT) were issued as serial and term bonds. Insured serial bonds were issued in the
amount of $16.5 million with interest rates ranging from 3% to 4.5% and mature in 2035 and uninsured serial
bonds were issued in the amount of $113.0 million, with interest rates ranging from 2% to 5.250% and mature in
2030. Insured term bonds were issued in the amounts of $25 million, and $48 million with an interest rate of 5%
and mature in 2035 and 2040 respectively. Uninsured term bonds were issued in amounts of $37.8 million and
32.8 million with an interest rate of 5% and mature in 2035 and 2040 respectively. Series 2010B (Non-AMT) for
$24.4 million and 2010C (AMT) for $54.7 million were uninsured and issued as serial bonds and will mature in
2015 and 2018 respectively. The series 2010B and 2010C bonds have interest rates ranging from 2% to 5%.
The insured 2010D (AMT) serial bonds were issued in the amount of $1.9 million with interest rates ranging from
4% to 4.5% and mature in 2024. The uninsured 2010D serial bonds were issued in the amount of $270.7 million
with interest rates ranging from 2% to 5.25% and mature in 2028. The proceeds from the bonds together with
other available funds will be used to (1) pay or reimburse for the costs of the 2010 Project, (2) provide for capita-
lized interest on the 2010A bonds during construction of the 2010 Project, (3) currently refund all of the City’s
outstanding Airport Revenue Refunding Bonds, Series 1997A; (4) currently refund a portion of the City’s out-
standing Airport Revenue Refunding Bonds, Series 1998A; (5) currently refund a portion of the City’s outstanding
Airport Revenue Bonds Series 1998B; (6) fund a deposit to the Parity Sinking Fund Reserve Account; and (7)
pay the costs of issuance of the 2010 bonds. Any prepayment of the 1998B bond shall be in an amount that is
sufficient and used to pay a like amount of the Philadelphia Authority for Industrial Development (PAID) Airport
Revenue Bonds, Series 1998A and together with the 1998B bond sometimes hereinafter referred to, collectively
as the International Terminal Bonds.
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The debt service through maturity for the Revenue Debt Payable is as follows:

(Amounts In Millions of USD)

Fiscal Water Fund Aviation Fund
Year Principal Interest Principal Interest
2012 108.9 80.4 60.8 72.3
2013 117.3 75.2 51.0 69.3
2014 1271 69.3 58.9 66.6
2015 133.5 63.2 62.0 63.5
2016 139.1 58.0 59.9 60.0
2017-2021 3971 2121 318.1 250.3
2022-2026 250.7 151.6 341.3 167.4
2027-2031 301.1 94.7 266.8 85.7
2032-2036 200.2 31.8 144.7 40.8
2037-2041 38.4 5.0 77.4 9.0
Totals 1,813.4 841.3 1,440.9 884.9

(3) Defeased Debt

As of the current fiscal year-end, the City had defeased certain bonds by placing the proceeds of new bonds in ir-
revocable trusts to provide for all future debt service payments on the old bonds. Accordingly, the trust account
assets and the liability for the defeased bonds are not included in the City's financial statements. At year end,
bonds outstanding pertaining to the following funds are considered defeased.

(Amounts In Millions of USD)

Enterprise Funds:
Water Fund Revenue Bonds 171.0
171.0

(4) Short -Term Borrowings

The City has statutory authorizations to negotiate temporary loans for periods not to extend beyond the fiscal
year. The City borrows funds to pay debt service and required pension contributions due before the receipt of
the real estate taxes. The city borrowed and repaid $285.0 million in Tax Revenue Anticipation Notes by June
2011 plus interest. In accordance with statute, there are no temporary loans outstanding at year-end.

(Amounts In Millions of USD)

Tax Revenue Anticipation Notes:
Balance July 1, 2010 -
Additions 285.0
Deletions (285.0)
Balance June 30, 2011 -

(5) Arbitrage Liability

The City has several series of General Obligation and Revenue Bonds subject to federal arbitrage requirements.
Federal tax legislation requires that the accumulated net excess of interest income on the proceeds of these is-
sues over interest expense paid on the bonds be paid to the federal government at the end of a five-year period.
At June 30, 2011, the Aviation Fund and the Water Fund had recorded liabilities of $0.2 million and $0.1 million,
respectively.
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(6) Derivative Instruments

Beginning in FY 2010, the City of Philadelphia adopted the provisions of Governmental Accounting Standards
Board (GASB) Statement No. 53, Accounting and Financial Reporting for Derivative Instruments. The fair value
balances and notional amounts of derivative instruments outstanding at June 30, 2011, classified by type, and
the changes in fair value of such derivatives are as follows:

Governmental Activities

Cash Flow Hedges:

Business Type Activities:

Pay fixed interest rate swaps

Cash Flow Hedges:

Pay fixed interest rate swaps

Changes in Fair Value

Classification

Deferred Outflow

Deferred Outflow
Deferred Outflow

Deferred Outflow

Deferred Outflow

(amounts in thousands)

Fair Value at June 30, 2011

Amount Classification Amount Notional
1,136 Debt (9,464) 100,000
1,656 Debt (25,444) 217,275

522 Debt (8,478) 72,400
5,538 Debt (26,056) 162,600
1,614 Debt (12,519) 82,870

The following table displays the objective and terms of the City’'s hedging derivative instruments outstanding at
June 30, 2011, along with the credit rating of the associated counterparty.

Agency

City GO (a)

City Lease
PAID (b)

City Lease
PAID (b)

Airport (c)

Water (d)

Type

Pay Fixed
Interest Rate
Swap

Pay Fixed
Interest Rate
Swap

Pay Fixed
Interest Rate
Swap

Pay Fixed
Interest Rate
Swap

Pay Fixed
Interest Rate
Swap

Objective

Hedge changes in
cash flow on the 2009
Series B bonds

Hedge changes in
cash flow on the 2007
Series B bonds

Hedge changes in
cash flow on the 2007
Series B bonds

Hedge changes in
cash flow on the 2005
Series C bonds

Hedge changes in
cash flow on the 2005
Series bonds

Notional Effective Maturity
Amount Date Date
100,000  12/20/2007  8/1/2031
217,275 10/25/2007 10/1/2030
72,400 10/25/2007  10/1/2030
162,600 6/15/2005  6/15/2025
82,870 5/4/2005 8/1/2018

a. City of Philadelphia 2009B General Obligation Bond Swap

Objective

(amounts in thousands)

Terms

City pays 3.829%;
receives SIFMA Municipal
Swap Index

City pays 3.9713%;
receives SIFMA Municipal
Swap Index

City pays 3.9713%;
receives SIFMA Municipal
Swap Index

Airport pays multiple fixed
swap rates; receives
SIFMA Municipal Swap
Index

City pays 4.53%; receives
bond rate/68.5% 1 Month
LIBOR

Counterparty
Credit Ratin

Aal1/AA-

Aa1/AA-

A2/A

Aa1/AA-

A3/A

In December, 2007, the City entered into a swap to synthetically refund all or a portion of several se-
ries of outstanding bonds. The swap structure was used as a means to increase the City’s savings when com-
pared with fixed-rate bonds at the time of issuance. The intention of the swap was to create a synthetic fixed-
rate structure. On July 23, 2009, the City terminated approximately $213.5 million of the swap, fixed out the
bonds related to that portion and kept the remaining portion of the swap, as well as, the related bonds as variable
rate bonds backed with a letter of credit. The City paid a swap termination payment of $15.5 million to RBC.

Terms: The swap, was originally executed with Royal Bank of Canada (RBC), commenced on December 20,
2007, and will terminate on August 1, 2031. Under the swap, the City pays a fixed rate of 3.829% and receives
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the SIFMA Municipal Swap Index. The payments are based on an amortizing notional schedule (with an original
notional amount of $ 313.5 million). The swap confirmation was amended and restated as of August 13, 2009 to
reflect the principal amount of the 2009B bonds, with all other terms remaining the same. As of June 30, 2011,
the swap had a notional amount of $100 million and the associated variable rate bonds had a $100 million prin-
cipal amount. The bonds mature in August, 2031.

Fair Value: As of June 30, 2011, the swap had a negative fair value of ($9.46 million). This means that the City
would have to pay this amount to terminate the swap.

Risk: As of June 30, 2011, the City was not exposed to credit risk because the swap has a negative fair value.
Should interest rates change and the fair value of the swap become positive, the City would be exposed to credit
risk in the amount of the swap’s fair value. The City is exposed to traditional basis risk should the relationship
between SIFMA and the bonds change; if SIFMA resets at a rate below the variable rate bond coupon payments,
the synthetic interest rate on the bonds will increase.

The swap includes an additional termination event based on credit ratings. The swap may be terminated by the
City if the rating of RBC falls below Baa3 or BBB- or by RBC if the rating of the City falls below Baa3 or BBB-.
There are 30-day cure periods to these termination events. However, because the City’s swap payments are in-
sured by Assured Guaranty Municipal Corp. (formerly FSA), no termination event based on the City’s ratings can
occur as long as Assured is rated at least A3 and A-.

As of June 30, 2011, the rates were:

Terms Rates

Interest Rate Swap

Fixed payment to RBC under swap Fixed 3.82900 %

Variable rate payment from RBC under swap SIFMA (0.09000) %
Net interest rate swap payments 3.73900 %
Variable rate bond coupon payments Weekly reset 0.06000 %
Synthetic interest rate on bonds 3.79900

Swap payments and associated debt: As of June 30, 2011, debt service requirements of the variable-rate debt
and net swap payments for their term, assuming current interest rates remain the same, were as follows:

Fiscal Year Ending Variable Rate Bonds Interest Rate

June 30 Principal Interest Swaps Net Total Interest
2012 S - 60,000 3,739,000 3,799,000
2013 - 60,000 3,739,000 3,799,000
2014 - 60,000 3,739,000 3,799,000
2015 - 60,000 3,739,000 3,799,000
2016 - 60,000 3,739,000 3,799,000
2017-2021 - 300,000 18,695,000 18,995,000
2022-2026 - 300,000 18,695,000 18,995,000
2027-2031 81,585,000 215,223 13,411,980 13,627,203
2032 18,415,000 11,049 688,537 699,586
Total: 100,000,000 1,126,272 70,185,517 71,311,789
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b. Philadelphia Authority for Industrial Development (PAID) 2007B Swaps

Objective: In December, 2007, PAID entered into two swaps to synthetically refund PAID’s outstanding Series
2001B bonds. The swap structure was used as a means to increase PAID’s savings when compared with fixed-
rate bonds at the time of issuance. The intention of the swaps was to create a synthetic fixed-rate structure.

Terms: The total original notional amount of the two swaps was $289.7 million which matched the principal
amount of the 2007B bonds issued ($289.7 million). One swap, with a notional amount of $217.3 million, was
executed with JP Morgan Chase Bank. The other swap, with a notional amount of $72.4 million was executed
with Merrill Lynch Capital Services, Inc. Both swaps commenced on October 25, 2007 and will terminate on Oc-
tober 1, 2030. Under the swaps, PAID pays a fixed rate of 3.9713% and receives the SIFMA Municipal Swap
Index. The payments are based on an amortizing notional schedule. As of June 30, 2011, the swaps together
had a notional amount of $289.7 million which matched the principal amount of the associated variable rate bond
deal. Payments under these swaps are lease rental obligations of the City.

Fair Value: As of June 30, 2011, the swap with JP Morgan Chase Bank had a negative fair value of ($25.4 mil-
lion) and the swap with Merrill Lynch Capital Services, Inc. has a negative fair value of ($8.5 million). This
means that PAID would have to pay these amounts to terminate the swaps.

Risks: As of June 30, 2011, PAID was not exposed to credit risk because the swap had a negative fair value.
Should interest rates change and the fair value of the swaps become positive, PAID would be exposed to credit
risk in the amount of the swaps’ fair value. The City is subject to traditional basis risk should the relationship be-
tween SIFMA and the bonds change; if SIFMA resets at a rate below the variable rate bond coupon payments,
the synthetic interest rate on the bonds will increase.

The swaps include an additional termination event based on credit ratings. The swaps may be terminated by
PAID if the rating of the respective counterparty on the swaps falls below Baa3 or BBB- or by the respective
counterparties if the underlying rating on the associated bonds falls below Baa3 or BBB-. There are 30-day cure
periods to these termination events. The City’s swap payments are insured by FGIC.

As of June 30, 2011, the rates for the $217.3 million notional swap with JP Morgan Chase Bank were:

Terms Rates

Interest Rate Swap

Fixed payment to JP Morgan under swap Fixed 3.97130 %
Variable rate payment from JP Morgan under swap SIFMA (0.09000) %
Net interest rate swap payments 3.88130 %
Variable rate bond coupon payments Weighted Average Weekly resets 0.46693 %
Synthetic interest rate on bonds 4.34823 %

As of June 30, 2011, the rates for the $72.4 million notional swap with Merrill Lynch Capital Services, Inc. were:

Terms Rates

Interest Rate Swap

Fixed payment to Merrill Lynch under swap Fixed 3.97130 %
Variable rate payment from Merrill Lynch under swap SIFMA (0.09000) %
Net interest rate swap payments 3.88130 %
Variable rate bond coupon payments Weekly resets 0.08000 %
Synthetic interest rate on bonds 3.96130 %

Swap payments and associated debt: As of June 30, 2011, debt service requirements of the variable-rate debt
and net swap payments for their term, assuming the current interest rates remain the same, were as follows:
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Fiscal Year Ending

Variable Rate Bonds

Interest Rate

June 30 Principal Interest Swaps Net Total Interest
2012 $ - 1,014,689 8,443,574 9,458,263
2013 - 1,014,689 8,443,574 9,458,263
2014 - 1,014,689 8,443,574 9,458,263
2015 - 1,014,689 8,443,574 9,458,263
2016 12,990,000 1,014,689 8,443,574 9,458,263
2017-2021 64,355,000 1,934,179 34,382,884 36,317,063
2022-2026 62,825,000 380,347 22,534,052 22,914,399
2027-2031 77,375,000 156,304 9,260,200 9,416,504

Total: 217,545,000 7,544,275 108,395,006 115,939,281

Swap payments and associated debt: As of June 30, 2011, debt service requirements of the variable-rate debt
and net swap payments for their term, assuming the current interest rates remain the same, were as follows:

Fiscal Year Ending

Variable Rate Bonds

Interest Rate

June 30 Principal Interest Swaps Net Total Interest
2012 $ - 57,704 2,799,582 2,857,286
2013 - 57,704 2,799,582 2,857,286
2014 - 57,704 2,799,582 2,857,286
2015 - 57,704 2,799,582 2,857,286
2016 - 57,704 2,799,582 2,857,286
2017-2021 9,420,000 284,940 13,824,220 14,109,160
2022-2026 28,080,000 207,800 10,081,677 10,289,477
2027-2031 34,630,000 85,424 4,144,452 4,229,876

Total: 72,130,000 866,684 42,048,258 42,914,942

c. Philadelphia Airport Swap

Objective: In April 2002, the City entered into a swaption that provided the City’s Aviation Department (the Phil-
adelphia Airport) with an up-front payment of $6.5 million. As a synthetic refunding of its 1995 Bonds, this pay-
ment approximated the present-value savings as of April, 2002, of refunding on June 15, 2005, based upon in-
terest rates in effect at the time. The swaption gave JP Morgan Chase Bank the option to enter into an interest
rate swap with the Airport whereby JP Morgan would receive fixed amounts and pay variable amounts.

Terms: JP Morgan exercised its option to enter into a swap on June 15, 2005, and the swap commenced on that
date. Under the swap, the Airport pays multiple fixed swap rates (starting at 6.466% and decreasing over the life
of the swap to 1.654%). The payments are based on an amortizing notional schedule (with an initial notional
amount of $189.5 million) and when added to an assumption for remarketing, liquidity costs and cost of issuance
were expected to approximate the debt service of the refunded bonds at the time the swaption was entered into.
The swap’s variable payments are based on the SIFMA Municipal Swap Index. If the rolling 180-day average of
the SIFMA Municipal Swap Index exceeds 7.00%, JP Morgan Chase has the option to terminate the swap.

As of June 30, 2011, the swap had a notional amount of $162.6 million and the associated variable-rate bonds
had a $162.6 million principal amount. The bonds’ variable-rate coupons are not based on an index but on re-
marketing performance. The bonds mature on June 15, 2025. The swap will terminate on June 15, 2025 if not
previously terminated by JP Morgan Chase.

Fair Value: As of June 30, 2011, the swap had a negative fair value of ($26.1 million). This means that if the
swap terminated today, the Airport would have to pay this amount to JP Morgan Chase.

Risk: As of June 30, 2011, the Airport was not exposed to credit risk because the swap had a negative fair val-
ue. Should interest rates change and the fair value of the swap become positive, the Airport would be exposed
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to credit risk in the amount of the swap’s fair value. In addition, the Airport is subject to basis risk should the rela-
tionship between SIFMA and the bonds change; if SIFMA resets at a rate below the variable bond rate, the syn-
thetic interest rate will be greater than anticipated. The swap includes an additional termination event based on
downgrades in credit ratings. The swap may be terminated by the Airport if JP Morgan’s ratings fall below A- or
A3, or by JP Morgan Chase if the Airport’s ratings fall below BBB or Baa2. No termination event based on the
Airport’s ratings can occur as long as National Public Finance Guarantee Corporation (formerly MBIA) is rated at
least A- or A3.

As of June 30, 2011, the rates were:

Terms Rates

Interest Rate Swap

Fixed payment to JP Morgan under swap Fixed 5.44088 %
Variable rate payment from JP Morgan under swap SIFMA (0.09000) %
Net interest rate swap payments 5.35088 %
Variable rate bond coupon payments Weekly resets 0.08000 %
Synthetic interest rate on bonds 5.43088 %

Swap payments and associated debt: As of June 30, 2011, debt service requirements of the variable-rate debt
and net swap payments for their term, assuming current interest rates remain the same, were as follows.

Fiscal Year Ending Variable Rate Bonds Interest Rate
June 30 Principal Interest Swaps Net Total Interest
2012 S 6,700,000 130,080 8,700,531 8,830,611
2013 7,500,000 124,720 8,342,022 8,466,742
2014 8,200,000 118,720 7,940,706 8,059,426
2015 9,000,000 112,160 7,501,934 7,614,094
2016 9,800,000 104,960 7,020,355 7,125,315
2017-2021 61,000,000 394,080 26,358,435 26,752,515
2022-2025 60,400,000 122,800 8,213,601 8,336,401
Total: 162,600,000 1,107,520 74,077,583 75,185,103

d. City of Philadelphia, 2005 Water & Sewer Swap

Objective: In December, 2002, the City entered into a swaption that provided the City with an up-front payment
of $4.0 million. As a synthetic refunding of all or a portion of its 1995 Bonds, this payment approximated the
present value savings, as of December 2002, of a refunding on May 4, 2005. The swaption gave Citigroup (for-
merly of Salomon Brothers Holding Company, Inc), the option to enter into an interest rate swap to receive fixed
amounts and pay variable amounts.

Terms: Citigroup exercised its option to enter into a swap May 4, 2005, and the swap commenced on that date.
Under the terms of the swap, the City pays a fixed rate of 4.53% and receives a variable payment computed as
the actual bond rate or alternatively, 68.5% of one month LIBOR, in the event the average rate on the Bonds as
a percentage of the average of one month LIBOR has exceeded 68.5% for a period of more than 180 days. Citi-
group exercised its option during this fiscal year to pay 68.5% of one month LIBOR under the swap. The pay-
ments are based on an amortizing notional schedule (with an initial notional amount of $86.1 million), and when
added to an assumption for remarketing, liquidity costs and cost of issuance were expected to approximate the
debt service of the refunded bonds at the time the swaption was entered into.
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As of June 30, 2011, the swap had a notional amount of $82.9 million and the associated variable-rate bond had
an $82.9 million principal amount. The bonds’ variable-rate coupons are not based on an index but on remarket-
ing performance. The bonds mature on August 1, 2018 and the related swap agreement terminates on August
1, 2018.

Fair value: As of June 30, 2011, the swap had a negative fair value of ($12.5 million). This means that the Water
Department would have to pay this amount if the swap terminated.

Risk: As of June 30, 2011 the City is not exposed to credit risk because the swap had a negative fair value.
Should interest rates change and the fair value of the swap become positive, the City would be exposed to credit
risk in the amount of the swap’s fair value. Since the City is now receiving 68.5% of one month LIBOR, the City
is exposed to (i) basis risk, as reflected by the relationship between the variable-rate bond coupon payments and
68.5% of one month LIBOR received on the swap, and (ii) tax risk, a form of basis risk, where the City is exposed
to a potential additional interest cost in the event that changes in the federal tax system or in marginal tax rates
cause the rate paid on the outstanding bonds to be greater than the 68.5% of LIBOR received on the swap. The
swap includes an additional termination event based on credit ratings. The swap may be terminated by the City
if the ratings of Citigroup or its Credit Support Provider fall below A3 and A-, or by Citigroup if the rating of the
City’s water and wastewater revenue bonds falls below A3 or A-.There are 30-day cure periods to these termina-
tion events. However, because the City’s swap payments are insured by Assured Guaranty Municipal Corpora-
tion (formerly FSA), no termination event based on the City’s water and wastewater revenue bond ratings can
occur as long as Assured is rated at least A or A2.

As of June 30, 2011, the rates were:

Terms Rates

Interest Rate Swap

Fixed payment to Citi under swap Fixed 4.53000 %
Variable rate payment from Citi under swap 68.5% of 1-month Libor (0.12710) %
Net interest rate swap payments 4.40290 %
Variable rate bond coupon payments Weekly resets 0.06000 %
Synthetic interest rate on bonds 4.46290 %

Swap payments and associated debt: As of June 30, 2011, debt service requirements of the variable-rate debt
and net swap payments for their term, assuming current interest rates remain the same, were as follows:

Fiscal Year Ending Variable Rate Bonds Interest Rate
June 30 Principal Interest Swaps Net Total Interest
2012 S 425,000 49,722 3,648,682 3,698,404
2013 450,000 49,467 3,629,969 3,679,436
2014 14,820,000 49,197 3,610,156 3,659,353
2015 15,535,000 40,305 2,957,647 2,997,952
2016 16,315,000 30,984 2,273,657 2,304,641
2017-2019 35,325,000 32,202 2,363,035 2,395,237
Total: 82,870,000 251,877 18,483,147 18,735,024

e. City of Philadelphia 2007 Water & Wastewater Swap

In February, 2007, the City entered into two forward starting fixed payer swaps to take advantage of the current
low interest rate environment in advance of the issuance of water and wastewater revenue bonds expected to be
issued by the City in 2008. The $180 million notional amount was split evenly between two counterparties, Mer-
rill Lynch Capital Services, Inc and Wachovia Bank, NA. The Merrill Lynch Capital Services swap had an initial
notional value of $90 million, with a fixed rate of $4.52275% and a floating rate equal to the SIFMA Index. On
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June 30, 2010 the swap between the City and Merrill Lynch Capital Services was terminated. The City paid a
swap termination payment of $15.2 million to Merrill Lynch Capital Services, Inc. In addition, $15.0 million of the
proceeds from the Water and Wastewater Revenue Bonds Series 2010C were used to terminate the swap with
Wachovia Bank on July 27, 2010.

(7) Pension Service Agreement

In Fiscal 1999, the Philadelphia Authority for Industrial Development issued $1.3 billion in Pension Funding
Bonds. These bonds were issued pursuant to the provisions of the Pennsylvania Economic Development Financ-
ing Law and the Municipal Pension Plan Funding Standard and Recovery Act (Act 205). The bonds are special
and limited obligations of PAID. The City entered into a Service Agreement with PAID agreeing to make yearly
payments equal to the debt service on the bonds. PAID assigned its interest in the service agreement to the par-
ties providing the financing and in accordance with GASB Interpretation #2, PAID treats this as conduit debt and
does not include conduit debt transactions in its financial statements. The Pension Service Agreement of $1.4
billion is reflected in the City’s financial statements in Other Long Term Obligations. The net proceeds of the
bond sale of $1.3 billion were deposited with the Municipal Pension Fund. The deposit of the proceeds reduced
the Unfunded Actuarial Accrued Liability by that same amount. The deposit resulted in reductions to the City’s
actuarially determined pension plan payments.

(8) Neighborhood Transformation Initiative Service Agreement

In Fiscal 2002, RDA issued $142.6 million in City of Philadelphia Neighborhood Transformation Initiative (NTI)
Bonds. These bonds were issued to finance a portion of the initiative undertaken by the Authority and the City to
revitalize, renew and redevelop blighted areas of the City. The bonds are obligations of RDA. The City entered
into a service agreement with RDA, agreeing to make yearly payments equal to the debt service on the bonds.
RDA assigned its interest in the service agreement to the parties providing the financing and in accordance with
GASB Interpretation #2; RDA treats this as conduit debt and therefore does not include these transactions on its
financial statements.

In Fiscal 2004, RDA issued a $30.0 million City of Philadelphia NTI Taxable Revenue Bond. The RDA and the
City plan to borrow a taxable bank line of credit (the 2003 Bond) to fund certain costs of the NTI related to the
acquisition of property. The line of credit is being issued in anticipation of future long term financing. This will al-
low the City and RDA to better manage the carrying costs of unspent loan proceeds and to possibly issue a por-
tion of the take out financing as tax exempt bonds after obtaining certain state approvals.

In March, 2005, RDA issued additional City of Philadelphia Neighborhood Transformation Initiative (NTI) bonds
to finance a portion of the initiative previously undertaken by the Authority and the City. Taxable Revenue Bonds
Series 2005A issued in the amount of $25.5 million are term bonds with interest rates ranging from 4.150% to
4.680% maturing through 2016. Qualified Revenue Bonds Series 2005B were issued in the amount of $ 44.0
million, with interest rates ranging from 4.75 through 5% and mature through 2027. Revenue Bonds Series
2005C with an interest rate of 5% were issued for $81.3 million and mature through 2031. The fiscal year 2011
NTI Service Agreement liability of $246.0 million is reflected in the City’s financial statements as another Long
Term Obligation.

(9) Sports Stadium Financing Agreement

In FY 2002, PAID issued $346.8 million in Lease Revenue Bonds Series A and B of 2001 to be used to help
finance the construction of two new sports stadiums. The bonds are special limited obligations of PAID. The
City entered into a series of lease agreements as lessee to the Authority. The lease agreements are known as
(1) the Veterans Stadium Sublease, (2) the Phillies’ Prime Lease and (3) the Eagles Prime Lease. PAID as-
signed its interest in the lease agreements to the parties providing the financing and in accordance with GASB
Interpretation #2, PAID treats this as conduit debt and therefore does not include these transactions on its finan-
cial statements.

In October, 2007 PAID issued Lease Revenue Refunding Bonds Series A and B of 2007. The proceeds from the
bonds were used to refund the Series 2001B Stadium Bonds. PAID assigned its interest in the lease agree-
ments to the parties providing the financing and in accordance with GASB Interpretation #2, PAID treats this as
conduit debt and therefore does not include these transactions on its financial statements. In fiscal 2011, the
Sports Stadium Financing Agreement liability of $331.5 million is reflected in the City’s financial statements as
Other Long Term Liabilities.
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(10) Cultural and Commercial Corridors Program Financing Agreement

In December, 2006, PAID issued $135.5 million in Revenue Bonds, Series A and B. The proceeds from the
bonds will be used to finance a portion of the cost of various commercial and cultural infrastructure programs and
administrative and bond issuance cost. The City and PAID signed a service agreement, whereby PAID manag-
es a portion of the funds and the City makes payments equal to the yearly debt service. PAID will distribute
some of the proceeds and some will flow through the City’s capital project fund. In accordance with GASB Inter-
pretation #2, PAID treats this as conduit debt, and therefore, does not include these transactions in its state-
ments. In fiscal 2011 the liability of $122.8 million is reflected in the City’s financial statements as Other Long
Term Liabilities.

(11) Forward Purchase Agreements

On June 6, 2000, PICA entered into two debt service reserve forward delivery agreements, one of which began
on August 1, 2003 and expired on June 15, 2010 whereby PICA received a premium of $4,450,000 on Decem-
ber 1, 2002 and one of which began on June 15, 2010 and expires on June 15, 2023, whereby PICA received a
premium of $1,970,000 on June 6, 2000 for the debt service reserve fund in exchange for the future earnings
from the debt service reserve fund investments. The premium amounts were deferred and are being recognized
ratably as revenue over the term of the respective agreements.

(12) Net Pension Liability

Historically, the GASB 27 Disclosures have reported Net Pension Assets at year end. The Net Pension Asset at
June 30, 2010 was $155.8 million and $15.8 million for the Governmental and Business Type Activities, respec-
tively. However, the increase in the Governmental Activities’ Net Pension Obligations (NPO) during fiscal year
2011 of $225.2 million resulted in Net Pension Liabilities of $69.4 million. Likewise, during FY 2011, the Busi-
ness Type Activities’ NPO increased by $26.4 million resulting in a Net Pension Liability of $10.6 million.

(13) Other Long Term Debt

On December 16, 2010 the Council of the City of Philadelphia enacted an ordinance authorizing the acquisition
and financing of certain equipment through the PMA. On March 24, 2011 PMA entered into a Lease Purchase
Agreement with PNC Equipment Finance, LLC. whereby $28.1 million would be deposited into an Equipment
Acquisition Fund to pay the costs of issuance and to purchase certain equipment. Any obligations of PMA under
this agreement are payable solely from payments received from the City under a sub-lease agreement.

B. COMPONENT UNIT LONG-TERM DEBT PAYABLE

(1) Governmental Debt Payable

The SDP has debt that is classified as General Obligation debt payable. The General Obligation Bonds out-
standing at year end total $2,866.3 million in principal, with interest rates from 2.0% to 6.765% and have due
dates from 2012 to 2040 The following schedule reflects the changes in long-term liabilities for the SDP:
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(Amounts in Millions of USD)

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Governmental Activities

Bonds Payable 2,994 .4 425.9 (439.4) 2,980.9 91.1
Add: Bond Premium 109.1 7.7 (8.8) 108.0 8.3
Less: Bond Refunding Losses - (220.1) 37.8 (182.3) (13.9)
Less: Bond Issue Expenses - (32.9) 3.2 (29.7) (1.9)
Less: Bond Discounts (11.0) - 0.4 (10.6) (0.5)

Total Bonds Payable 3,092.5 180.6 (406.8) 2,866.3 83.1
Termination Compensation Payable 291.5 31.5 (16.0) 307.0 62.5
Severance Payable 184.7 20.5 (16.7) 188.5 1.2

Interfund Loan - 10.6 (1.5) 9.1 -
Other Liabilities 137.4 20.8 (40.9) 117.3 36.3
Incurred But Not Reported (IBNR) Payable - 13.5 - 13.5 13.5
Deferred Reimbursement 50.7 - (5.4) 45.3 45.3
Arbitrage Liability 4.1 - (0.4) 3.7 3.6
Early Retirement Incentive 0.2 28.6 (0.2) 28.6 17.2
Total 3,761.1 306.1 (487.9) 3,579.3 272.7

Debt service to maturity on the SDP’s general obligation bonds and lease rental debt at year end is summarized
as follows:

(Amounts In Millions of USD)

Fiscal
Year Principal Interest
2012 89.0 146.3
2013 98.6 141.0
2014 99.7 136.8
2015 88.8 133.2
2016 95.0 128.7
2017-2021 543.7 569.1
2022-2026 637.6 428.0
2027-2031 693.0 263.0
2032-2036 524.5 97.7
2037-2041 108.8 14.4
Totals 2,978.8 2,058.1

Refunding Bonds:

The School District of Philadelphia (SDP) successfully implemented a restructuring plan to achieve debt service
savings for fiscal year 2011. The transaction included terminating almost $363 million of swaps and obtaining
new three-year lines of credits for $300 million, converting $56.7 million of its variable rate debt to fixed rate debt
and refunding $13.3 million of debt.

On January 3, 2011, the SDP issued Series E of 2010 fixed rate general obligation bonds (GOB) in the aggre-
gate principal amount of $125.9 million to advance refund Series D of 2005 and Series A of 2010 and to current
refund Series A of 2002, Series B of 2005 and the remaining maturities of the outstanding sub-Series A1 of 2008
in order to terminate the related Swap Agreements, and pay the associated $63.0 million swap termination pay-
ments. Bond proceeds of $0.9 million were utilized for underwriting fees and other issuance costs.

The net proceeds were used by the escrow agent to purchase State Local Government Securities (SLGS) of
$13.6 million which were used to retire the Series A of 2002, Series B of 2005, D of 2005, and A of 2010 during
FY2011.

. On January 3, 2011, the SDP issued the Series F and G of 2010 general obligation bonds (GOB) in the variable
rate mode in the aggregate principal amount of $300 million (150.0 million, for each series), to refund the remain-
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ing maturities of the outstanding Series A and B of 2008. Bond proceeds of $1.3 million were utilized for under-
writing fees and other issuance costs.

Securities for the issue were deposited in a separate irrevocable trust with an escrow agent to provide for all fu-
ture debt service payments for the refunded bonds.

The cash flow required to service the refunding debt is $60.4 million less than the cash flow required to service
the refunded debt. In addition, there was an economic gain (difference between the present value of the debt
service payments on the refunded and refunding debt) of $52.7 million to the SDP.

For accounting purposes, the current refunding resulted in a difference between the reacquisition price and the
net carrying amount of the refunded debt of $27.8 million. This difference and the swap termination payment of
$63.0 million are being amortized through the operations in the District-wide statements through September of
2030.

(2) Business Type Debt Payable

Several of the City's Proprietary Type Component Units have issued debt payable from the revenues of the par-
ticular entity. The following schedule summarizes the Revenue Bonds outstanding at year end:

(Amounts In Millions of USD)

Interest

Rates Principal Due Dates
PGW 2.00 % to 6.80 % 1,243.7 Fiscal 2012 to 2040
PPA 3.00 % to 525 % 185.6 Fiscal 2012 to 2029
RDA 455 % to 475 % 17.2 Fiscal 2012 to 2028
Total Revenue Debt Payable 1,446.5

On August 26, 2010 PGW issued Gas Works Revenue Bonds, Ninth Series, in the amount of $150.0 million for
the purpose of financing capital projects, and paying the costs of issuing the bonds and any required deposits to
the Sinking Fund Reserve established under the 1998 General Ordinance. The Ninth Series Bonds consist of
$53.0 million of serial bonds with interest rates that range from 2.0% to 5.0% and have maturity dates through
2025. The bonds also included $97.0 million of term bonds with interest rates of 5.0% and 5.25% and have ma-
turities through 2040.

The debt service through maturity for the Revenue Debt Payable of Component Units is as follows:

(Amounts in Millions of USD)

Philadelphia Philadelphia Philadelphia
Fiscal Gas Works T Parking Authority Redevelopment Authority
Year Principal Interest Principal Interest Principal Interest
2011 49.2 56.2 - - - -
2012 47.3 55.0 8.0 9.1 - 0.8
2013 48.0 53.3 10.5 8.6 - 0.8
2014 50.0 50.9 11.0 8.1 - 0.8
2015-2016 51.3 48.3 23.4 14.5 0.2 1.6
2017-2021 250.7 203.4 67.9 25.3 1.8 4.0
2022-2026 268.4 142.8 53.5 9.0 4.0 3.7
2027-2031 240.0 83.7 11.3 1.3 11.2 1.8
2032-2036 160.2 37.2 - - - -
2037-2041 78.6 9.7 - - - -
Totals 1,243.7 740.5 185.6 75.9 17.2 13.5
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(3) Defeased Debt

At year end, defeased bonds are outstanding from the following Component Units of the City as shown below:

(Amounts In Millions of USD)

Philadelphia Gas Works t 172.5
School District of Philadelphia 1,011.0

Total 1,183.5

1 - Gas Works amounts are presented as of August 31, 2010

The investments held by the trustee and the defeased bonds are not recognized on PGW'’s balance sheets in
accordance with the terms of the Indentures of Defeasance. The investments pledged for the redemption of the
defeased debt have maturities and interest payments scheduled to coincide with the trustee cash requirements
for debt service.

The assets pledged, primarily noncallable U.S. Government securities, had a market value of $182,284,000 at
August 31, 2010, bearing interest on face value from 0.0% to 7.7%.

As in prior years, the SDP defeased certain general obligation bonds by placing the proceeds of the refunding
bonds in an irrevocable trust to provide for all future debt service payments on the refunded debt. As such, the
trust account assets and liability for the defeased bonds are not included in the SDP’s financial statements. As of
June 30, 2011, $1.0 billion of bonds outstanding are considered to be defeased and the liability has been re-
moved from long-term liabilities.

In addition, the QZAB Bond Series 2004E of $19.3 million, issued September 2004, and due September 1, 2018
is considered partially defeased in substance for accounting and financial reporting purposes. The SDP irrevoc-
ably places $1.4 million in trust with its fiscal agent each September 1%, These amounts are invested in a for-
ward purchase agreement to be used solely for satisfying a scheduled payment of the defeased debt in 2018.
As of June 30, 2011, $8.3 million is considered partially defeased in substance for accounting and financial re-
porting purposes.

The QZABs Bond Series 2007C and 2007D of $13.5 million and $28.2 million, respectively, were issued Decem-
ber 28, 2007, and are due December 28, 2022 and are considered partially defeased in substance for accounting
and financial reporting purposes. The SDP irrevocably places $0.9 million in trust with its fiscal agent each De-
cember 15", These amounts are invested in a forward purchase agreement to be used solely for satisfying a
scheduled payment of the defeased debt in 2022. As of June 30, 2011, $2.7 million is considered partially de-
feased in substance for accounting and financial reporting purposes.

(4) Arbitrage

Federal arbitrage regulations are applicable to any issuer of tax-exempt bonds. It is necessary to rebate arbitrage
earnings when the investment earnings on the bond proceeds from the sale of tax-exempt securities exceed the
bond yield paid to investors. As of June 30, 2011, the arbitrage rebate calculation indicates a liability totaling
$3,6 million related to the Series A and B Bonds of 2006 issued through the State Public School Building Authori-
ty. The SDP has restricted this amount under the fund balance of the Capital Projects Fund. In addition, a con-
tingent liability has been accounted for in the governmental activities column of the government-wide statement
of net assets. This amount is required to be paid 60 days after December 28, 2011 which is the fifth anniversary
of issuance. The actual amount payable may be less than the amount recorded as a liability as of June 30,
2011.

(5) Derivative Instruments

a. PGW Interest Rate Swap Agreement

Objective — In January 2006, the City entered into a fixed rate payer, floating rate receiver swap to create a syn-
thetic fixed rate for the Sixth Series Bonds. The variable rate/swap structure was used as a means to increase
the City’s savings, when compared with fixed-rate refunding bonds at the time of issuance. The swaps are hedg-
ing interest rate risk.
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Terms — The swap was originally executed with the counterparty on January 26, 2006 and will mature on August
1, 2031. Under the swap, the City pays a fixed rate of 3.6745% and receives a variable rate computed as the
lesser of (i) the actual bond rate and (ii) the SIFMA Municipal Swap Index until September 1, 2011 on which date
the variable interest rate received will switch to 70.0% of one month LIBOR until maturity.

In August 2009, the City terminated approximately $54,800,000 of the notional amount of the swap, issued fixed
rate refunding bonds related to that portion and kept the remaining portion of the swap to hedge the Eight Series
variable rate refunding bonds backed with letters of credit. The Company paid a swap termination payment of
$3,791,000 to the counterparty to partially terminate the swap.

The original swap confirmation was amended and restated on August 12, 2009 to reflect the principal amount of
the Eighth Series B Bonds, with all other terms remaining the same. The remainder of the notional amount was
divided among separate trade confirmations with the same terms as the original swap that was executed with the
counterparty for the Eighth Series C through E.

As of August 31, 2010, the swaps had a notional amount of $255,000,000 and the associated variable rate debt
had a $255,000,000 principal amount, broken down by series as follows:
. The Series B swap had a notional amount of $105,000,000 and the associated variable rate bonds had
a $105,000,000 principal amount.
o The Series C swap had a notional amount of $50,000,000 and the associated variable rate bonds had a
$50,000,000 principal amount.
o The Series D swap had a notional amount of $50,000,000 and the associated variable rate bonds had a
$50,000,000 principal amount.
. The Series E swap had a notional amount of $50,000,000 and the associated variable rate bonds had a
$50,000,000 principal amount.

The final maturity date for all swaps is on August 1, 2031.

Fair value — As of August 31, 2010, the swaps had a combined negative fair value for all series of $52,217,000.
The fair values of the interest rate swaps were estimated using the zero coupon method. That method calculates
the future net settlement payments required by the swap, assuming current forward rates are implied by the cur-
rent yield curve for hypothetical zero coupon bonds due on the date of each future net settlement on the swaps.

Risks — As of August 31, 2010, the City is not exposed to credit risk because the swaps had a negative fair val-
ue. Should interest rates change and the fair value of the swaps become positive, the City would be exposed to
credit risk in the amount of the swaps’ fair value. The swaps include a termination event additional to those in
the standard ISDA master agreement based on credit ratings. The swaps may be terminated by the City if the
rating of the counterparty falls below A3 or A- (Moody’s/S&P), unless the counterparty has: (i) assigned or trans-
ferred the swap to a party acceptable to the City; (ii) provided a credit support provider acceptable to the City
whose obligations are pursuant to a credit support document acceptable to the City; or (iii) executed a credit
support annex, in form and substance acceptable to the City, providing for the collateralization by the counterpar-
ty of its obligations under the swaps.

The swaps may be terminated by the counterparty if the rating on the Company’s bonds falls below Baa2 or BBB
(Moody’s/S&P). However, because the City’'s swap payments are insured by Assured Guaranty Municipal Cor-
poration, as long as Assured Guaranty Municipal Corporation is rated at or above A2 or A (Moody's/S&P), the
termination event based on the City’s ratings is stayed. At the present time, the rating for Assured Guaranty Mu-
nicipal Corporation is at Aa3/AA+ (Moody’s/S&P).

The City is subject to traditional basis risk should the relationship between SIFMA and the bonds change; if
SIFMA resets at a rate below the variable rate bond coupon payments, the synthetic interest rate on the bonds
will increase. In addition, after September 1, 2011, the City will be exposed to (i) basis risk, as reflected by the
relationship between the rate payable on the bonds and 70.0% of one month LIBOR received on the swap, and
(ii) tax risk, a form of basis risk, where the City is exposed to a potential additional interest cost in the event that
changes in the federal tax system or in marginal tax rates cause the rate paid on the outstanding bonds to be
greater than the 70.0% of one month LIBOR received on the swap.

The impact of the interest rate swaps on the financial statements for the year ended August 31, 2010 and 2009 is
as follows (thousands of dollars):
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Deferred
Interest rate outflow
swap liability of resources
Balance August 31, 2009 $ 27,555 1,244
Change in fair value through August 31, 2010 24,662 24,662
Balance August 31, 2010 $ 52,217 25,906
Deferred
Interest rate outflow
swap liability of resources
Balance August 31, 2008 $ 13,790 13,790
Change in fair value through August 20, 2009
(refunding of Sixth Series Bonds) 16,771 16,771
Termination of a portion of swap (4,250) (4,250)
Termination of hedge upon refunding Sixth Series
Bonds — (26,311)
Change in fair value from initiation of hedge related
To Eighth Series Bonds to year end 1,244 1,244
Balance August 31, 2009 $ 27,555 1,244

The interest rate swap liability is included in other liabilities and deferred credits, and the deferred outflow of re-
sources is included in other assets, deferred debits, and deferred outflows of resources on the balance sheet.
There are no collateral posting requirements associated with the swap agreements.

b. School District of Philadelphia Swap Agreements

The SDP adopted, in Fiscal Year 2010, the provisions of Governmental Accounting Standards Board (GASB)
Statement No. 53, Accounting and Financial Reporting for Derivative Instruments. The fair value balances and
notional amounts of derivative instruments outstanding at June 30, 2011, classified by type, and the changes in
fair value of such derivative instruments for the year then ended as reported in the 2011 financial statements are
as follows (amounts in thousands; debit (credit)):

Change in Fair Value Fair Value at June 30, 2011

Classification Amount Classification Amount Notional
Governmental Activities
Cash flow hedges:
Pay-fixed interest rate Deferred
Swaps outflow $ 175 Debt $ (33) $ 2150
$ (33)

Hedging Derivatives

Objectives and Terms

The following table displays the objective and terms of the SDP’s hedging derivative instruments outstanding at
June 30, 2011, along with the credit rating of the associated counterparty (amounts in thousands).
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Notional Effective Maturity Credit Rating
Type Objective Amount Date Date Terms Moody's/S&P/Fitch
Pay-fixed Pay 3.24%, receive
interest  rate Hedge of cash flows on 58.5% of LIBOR +
swap 2008 Series D-2 Bonds $2,150 6/29/2004 9/1/2011 27% A2/AIA+

Discussion of Risks:

Credit Risk - In compliance with the applicable requirements of the Local Government Unit Debt Act (63 Pa.
Cons. Stat. §8281) (the “Debt Act”), amended in September of 2003, the SDP adopted a written interest rate
management plan pursuant to a resolution of the School Reform Commission, authorized on February 2, 2004,
to monitor the credit rating of each counterparty and credit enhancer, if any, insuring qualified interest rate man-
agement agreement payments. The SDP entered into the fixed-to-floating swaps with counterparties having at
least one rating of “AA” or higher from Standard & Poor’s or “Aa” or higher from Moody’s at the time of execution.

As of June 30, 2011, the SDP was not exposed to credit risk on any of its outstanding swaps because the swaps
had negative fair values of $0.03 million. The fair values take into consideration the prevailing interest rate envi-
ronment and the specific terms and conditions of each swap. All fair values were estimated using the zero-
coupon discounting method. This method calculates the future payments required by the swap, assuming that
the current forward rates implied by the yield curve are the market's best estimate of future spot interest rates.
These payments are then discounted using the spot rates implied by the current yield curve for a hypothetical ze-
ro-coupon rate bond due on the date of each future net settlement payment on the swaps.

The swap agreements contain varying collateral agreements with the counterparties. The swaps require collate-
ralization of the fair value of the swap should the counterparty’s credit rating fall below the applicable thresholds.

Interest rate risk - The SDP is exposed to interest rate risk on its interest rate swaps. Should the LIBOR interest
rates fall, the SDP’s net payment increases. As the fair values of the swaps become positive, the SDP would be
exposed to interest rate risk in the amount of the derivatives’ fair value.

Basis risk - The basis risk on the fixed-to-floating swaps is the risk that the interest rate paid by the SDP on a se-
ries of related variable rate bonds to bondholders differs from the variable swap rate received from the applicable
counterparty on the related swap. The SDP bears basis risk on each of its fixed-to-floating swaps since the SDP
receives a percentage of LIBOR to offset the actual variable bond rate the SDP pays on its bonds. The SDP is
exposed to basis risk should the floating rate that it receives on a swap be less than the actual variable rate the
SDP pays on the bonds. Depending on the magnitude and duration of any basis risk shortfall, the expected cost
savings from the swap may not be realized.

Termination risk - The SDP can terminate a swap at any time at the fair market value; the counterparty to a swap
may, as provided therein, only terminate the swap upon certain termination events under the terms thereof. If a
fixed-to-floating swap is terminated, the related variable-rate bonds would no longer be hedged to a fixed rate. If
at the time of termination, the swap has a negative fair value, the SDP would be liable to the counterparty for a
payment equal to the swap’s fair value.

Other Risks - The SDP is not exposed to any rollover risk, market-access risk, or foreign currency risk.

Terminated Hedges

In addition to the interest rate swaps listed above, the SDP had also previously entered into similar agreements
related to its Series A-1, A-2, B-1, B-2, and B-3 2008 Bonds. On December 8, 2010, the SDP executed five con-
firmations, each effective on January 3, 2011, providing for the termination of the Tax-Exempt Advance Refund-
ing Agreements with (1) Morgan Stanley Capital Services Inc. (“Morgan Stanley”) relating to the 2008 Bonds
Sub-series A-1 in the current notional amount of $95,000,000 and (2) Goldman Sachs Bank USA (“Goldman”) re-
lating to the 2008 Bonds Sub-series A-2 in the current notional amount of $78,475,000, and (3) Wachovia Bank
(“Wachovia”) relating to the 2008 Bonds Sub-series B-1 in the current notional amount of $60,000,000, the 2008
Bonds Sub-series B-2 in the current notional amount of $54,200,000 and the 2008 Bonds Sub-series B-3 in the
current notional amount of $64,900,000 (collectively, the “Terminated 2008 Swap Agreements”). On January 3,
2011, the SDP made termination payments to the counterparties of the Terminated 2008 Swap Agreements in
the aggregate amount of $63,022,000. Such termination payments were funded with a portion of the proceeds of
the SDP’s General Obligation Refunding Bonds, Series E of 2010, which were issued to refund the 2008 Bonds
related to the Terminated 2008 Swap Agreements.
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Swap payments and associated debt

Using rates as of June 30, 2011, debt service requirements on the SDP’s swap-related variable rate debt and net
swap payments are as follows. As rates vary, variable rate bond interest payments and net swap payments will
vary (dollars in thousands).

Interest

Variable Rate Bonds Rate
Year Ending June 30 Principle Interest(1)  Swap, Net(2) Total
2012 2,150 24 33 2,207

(1) Based on assumed interest rate of 4.5% at year end June 30™.
(2) Variable rate receipts based on LIBOR rate plus basis point at year end June 30"

8. LEASE COMMITMENTS AND LEASED ASSETS

A. CITY AS LESSOR

The City's operating leases consist of leases of airport facilities, recreation facilities, certain transit facilities and
various other real estate and building sites. Rental income for all operating leases for the year was:

Primary Government Component Units
(Amounts In Thousands of USD) Governmental Proprietary
Funds Funds
Minimum Rentals 6,005 26,416 4,038
Additional Rentals - 155,082 175
Sublease 12,328 - 822
Total Rental Income 18,333 181,498 5,035

Future minimum rentals receivable under non-cancelable operating leases are as follows:

(Amounts In Thousands of USD)

Primary Government Component Units
Fiscal Year Ending Governmental Proprietary
June 30 Funds Funds

2012 4,145 14,269 4,599
2013 4,200 14,071 3,310
2014 4,253 7,237 2,514
2015 4,319 7,154 2,371
2016 4,386 6,431 2,525
2017-2021 22,800 27,032 3,642
2022-2026 24,854 15,124 2,154
2027-2031 26,925 11,664 1,451
2032-2036 29,210 6,015 874
2037-2041 - - 808
2042-2046 - - 808
2047-2051 - - 808
2052-2056 - - 808
2057-2061 - - 808
2062-2066 - - 808
2067-2071 - - 808
2072-2076 - - 808
2077-2081 - - 808
2082-2086 - - 743
2087-2091 - - 446
Total 125,092 108,997 31,901
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B. CITY AS LESSEE
1) OPERATING LEASES

The City's operating leases consist principally of leases for office space, data processing equipment, duplicating
equipment and various other items of property and equipment to fulfill temporary needs. Rental expense for all
operating leases for the year was as follows:

Primary Government Component Units
(Amounts In Thousands of USD) Governmental Proprietary
Funds Funds
Minimum Rentals 163,392 37,733 15,027
Additional - - 52
Sublease 476 - -
Total Rental Expense 163,868 37,733 15,079

At year end, the future minimum rental commitments for operating leases having an initial or remaining non-
cancelable lease term in excess of one year are as follows:

(Amounts In Thousands of USD)

Primary Government Component Units
Fiscal Year Ending Governmental Proprietary
June 30 Funds Funds

2012 32,548 800 12,988
2013 29,984 506 8,533
2014 26,192 95 8,486
2015 25,091 47 4,365
2016 24,663 - 4,407
2017-2021 93,633 - 3,981
2022-2026 65,916 - -
2027-2031 18,508 - -
2032-2036 18,275 - -
Total — 334810 1,448 42,760

2) CAPITAL LEASES

Capital leases consist of leased real estate and equipment from various component units. Future minimum ren-
tal commitments are as follows:

(Amounts In Thousands of USD)
Fiscal Year Ending

June 30 Component Units

2012 1,756

2013 1,437

2014 1,281

2015 972

2016 642

2017 -2021 2,689

2022 -2026 748

Future Minimum Rental Payments 9,524
Interest Portion of Payments (1,358)
Obligation Under Capital Leases 8,167
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9.

DEFERRED COMPENSATION PLANS

10.

A. PRIMARY GOVERNMENT

The City offers its employees a deferred compensation plan in accordance with Internal Revenue Code section
457. As required by the Code and Pennsylvania laws in effect at June 30, 2011, the assets of the plan are held in
trust for the exclusive benefit of the participants and their beneficiaries. In accordance with GASB Statement
No.32, Accounting and Financial Reporting for Internal Revenue Code Section 457 Deferred Compensation
Plans, the City does not include the assets or activity of the plan in its financial statements.

B. COMPONENT UNITS

PGW offers its employees a deferred compensation plan in accordance with Internal Revenue Code section 457.
As of the Gas Works' fiscal year ended August 31, 1999 the Plan was amended to comply with subsection (g) of
the code through the creation of a trust in which all assets and income of the Plan are to be held for the exclusive
benefit of participants and their beneficiaries. As a result, the company no longer owns the assets of the Plan
nor has a contractual liability to Plan participants.

FUND BALANCE PRESENTATION

The City adopted GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions
(GASB 54), which became effective during the fiscal year. GASB 54 provides more clearly defined fund balance
categories to make the nature and extent of the constraints placed on a government’s fund balance more trans-
parent. The following classifications describe the relative strength of the spending constraints placed on the pur-
pose for which resources can be used:

1. Non-Spendable Fund Balance — Includes amounts that cannot be spent because they are either (a) not
in spendable form, or (b) legally or contractually required to be maintained intact. The Departmental
Funds ($.2M) and Permanent Funds ($2.4M) were non-spendable.

2. Restricted Fund Balance — Includes amounts for which constraints have been placed on the use of re-
sources which are either (a) externally imposed by creditors, grantors, contributors or laws or regula-
tions of other governments, or (b) imposed by law through constitutional provisions or enabling legisla-
tion. The General Fund had a restricted fund balance of $21.8M at June 30, 2011. The fund balances
in the following Special Revenue Funds were restricted: HealthChoices Behavioral Health ($250.1M);
Grants Revenue ($98.2M); County Liquid Fuels ($2.1M); Special Gasoline Tax ($16.1M); Hotel Room
Rental Tax ($6.6M); Car Rental Tax ($6.3M); Housing Trust ($10.5M); Acute Care Hospital Assessment
($8.8M); Departmental ($5.5M); Municipal Authority Administrative ($.2M); PICA Administrative
($45.4M). The entire fund balances of the Debt Service ($82.8M) and Capital Improvement ($267.7M)
funds were restricted. The Permanent Fund had a restricted fund balance of $3.1M at June 30, 2011.

3. Committed Fund Balance — Includes amounts that can only be used for specific purposes pursuant to
constraints imposed by formal action of Philadelphia’s City Council. These amounts cannot be used for
any other purpose unless the City Council removes or changes the specified use by taking the same
course of action that was employed when the funds were initially committed. The fund balances in the
following Special Revenue Funds were committed: Philadelphia Prisons ($3.6M) and Departmental

($.5M).

4. Assigned Fund Balance — Includes amounts that are constrained by management’s intent to be used
for a specific purpose but are neither restricted nor committed. The intent may be expressed by the Di-
rector of Finance, or other authorized department heads. There were no assigned fund balances at
June 30, 2011, however, the General Fund did have total encumbrances of $103.8 million.

5. Unassigned Fund Balance — This classification is the residual fund balance for the General Fund. It al-
so represents fund balance that has not been classified as assigned, committed or restricted or non-
spendable. The General fund had a negative unassigned fund balance of $45.7 at June 30, 2011.
Within the Special Revenue Funds the Grants Revenue fund had a negative fund balance of $34.3M
and the Community Development fund had a negative fund balance of $4.0M at June 30, 2011.

To the extent that funds are available for expenditure in both the restricted and the other fund balance catego-
ries, except for the nonspendable category, funds shall be expended first from restricted amounts and then from
the other fund balance categories amounts excluding nonspendable. To the extent that funds are available for
expenditure in these other categories, except for the nonspendable fund balance, the order of use shall be:
committed balances, assigned amounts, and lastly, unassigned amounts.
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Table below presents a more detailed breakdown of the City’s fund balances at June 30, 2011:
(Amounts In Thousands of USD) HealthChoices
Behavioral Grants Other Total
General Health Revenue Governmental ~ Governmental
Fund Fund Fund Funds Funds
Nonspendable:

Permanent Fund (Principal) 0 0 0 2,604 2,604
Subtotal Nonspendable: 0 0 0 2,604 2,604
Restricted for:

Neighborhood Revitalization 0 0 61,296 0 61,296

Economic Development 0 0 0 6,562 6,562

Public Safety Emergency Phone System 0 0 36,884 0 36,884

Streets & Highways 0 0 0 18,276 18,276

Housing & Neighborhood Dev 0 0 0 10,457 10,457

Health Services 0 0 0 8,770 8,770

Behavioral Health 0 250,117 0 0 250,117

Parks & Recreation 0 0 0 341 341

Libraries & Museums 0 0 0 131 131

Intergovernmental Financing (PICA) 0 0 0 21,147 21,147

Intergovernmentally Financed Programs 0 0 0 24,474 24,474

Central Library Project 2,330 0 0 0 2,330

Stadium Financing 284 0 0 6,263 6,547

Cultural & Commercial Corridor Project 19,171 0 0 0 19,171

Debt Service Reserve 0 0 0 82,804 82,804

Capital Projects 0 0 0 267,719 267,719

Trust Purposes 0 0 0 8,082 8,082
Subtotal Restricted 21,785 250,117 98,180 455,026 825,108
Committed, reported in:

Social Services 0 0 0 38 38

Prisons 0 0 0 3,574 3,574

Parks & Recreation 0 0 0 492 492
Subtotal Committed 0 0 0 4,104 4,104
Unassigned Fund Balance: (45,685) 0 (34,270) (4,045) (84,000)
Total Fund Balances (23,900) 250,117 63,910 457,689 747,816

11.

INTERFUND TRANSACTIONS

During the course of normal operations the City has numerous transactions between funds. These transactions
are recorded as operating transfers and are reported as other financial sources (uses) in the Governmental
Funds and as transfers in the Proprietary Funds. Some of the more significant transfers are: the PICA adminis-
trative fund collects a portion of the wage tax paid by City residents and transfers funds that are not needed for
debt service and administrative costs to the general fund. Also, the general fund and the PICA administrative
fund make transfers to the debt service funds for principal and interest payments.

Transfers between fund types during the year were:
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Transfers To:

Non major
(Amounts in Thousands of USD) Governmental Governmental
Special Debt Capital
Transfers From: General Revenue Service Improvement Total
General - 41,170 101,556 3,029 145,755
Grants 38,147 1,077 - 168 39,392
Non major Special Revenue Funds 295,707 64,273 - 13,000 372,980
Water Fund 1,230 23,699 - - 24,929
Total 335,084 130,219 101,556 16,197 583,056

12. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The governmental fund balance sheet (Exhibit Ill) includes a reconciliation to the Net Assets of Governmental
Activities. One element of that reconciliation states that “Long Term Liabilities, including bonds payable, are not
reported in the funds”. The details of this difference are as follows:

(Amounts in Millions of USD)

Bonds Payable 2,121.7
Service Agreements 2,161.3
Employee Related Obligations 556.0
Indemnities 47.3
Arbitrage -
Leases 51.7
Net Pension Obligation 69.4
Total Adjustment 5,007.4

13. PRIOR PERIOD ADJUSTMENTS

A. PRIMARY GOVERNMENT

PICA received a premium of $1.97 million on June 6, 2000, in exchange for the future earnings
from the debt service reserve fund investments. The agreement expires on June 15, 2023 and
$1.8 million is deferred at June 30, 2011. Under the modified accrual basis of accounting used in
the governmental fund financial statements, the premiums are recognized when received. The
fund balance of the Debt Service Reserve Fund at July 1, 2010 in the governmental fund financial
statements has been increased by $1.97 million to eliminate a prior-year deferral of the aforemen-
tioned premium.

B. COMPONENT UNITS

Upon re-evaluation of the City’s relationship with the Pennsylvania Convention Center Authority
(PCCA), which had been reported as a discretely presented component unit of the City, it was de-
termined that PCCA no longer meets the criteria for inclusion as a component unit. Therefore, Net
Assets —July 1, 2010 were restated to exclude PCCA’s $686.9 million share of Net Assets.

The SDP’s district-wide net assets beginning balances were decreased by $0.5 million. This ad-
justment involved a correction to an understatement to Land in the amount of $0.2 million, as well
as a correction to reduce Work-in-Progress in the amount of $0.7 million.

14. NET ASSETS RESTRICTED BY ENABLING LEGISLATION

The government-wide statement of net assets reports $1,340.1 million of restricted net assets, of which $50.3
million is restricted by enabling legislation as follows:
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Restricted Restricted by

(Amounts in Thousands of USD) Net Assets Enabling Legislation
Capital Projects 400,743 -
Debt Service 342,711 -
Behavioral Health 250,117 -
Neighborhood Revitalization 61,296 -
Stadium Financing 284 -
Central Library Project 2,330 -
CCC Project 19,171 -
Grant Programs 60,254 10,457
Rate Stabilization 157,050 -

Libraries & Parks:
Expendable 3,090 -
Non-Expendable 2,404 -
Other 40,660 39,871
Total 1,340,110 50,328

15. FUND DEFICITS

16.

The General Fund has a Fund Balance Deficit at year end of $23.9 million

The Community Development Fund, which is a Special Revenue fund, has a Fund Balance Deficit at year end of
$4.0 million.

ADVANCE SERVICE CHARGE

The City’'s Water Fund Regulations provide for the assessment of an “Advance Service Charge” (ASC) at the
time a property is initially connected to the system. The initial charge is calculated to be the equivalent of three
(3) monthly service charges. This long-standing practice of assessing an initial charge equivalent to the average
of three monthly service charges has been consistent whether the billing period was semi-annually (through
1979), quarterly (1979-1994) or monthly (1994-current). The Fund includes these charges in current revenues at
the time they are received. Fund regulations also provide for a refund of any advance service charges upon
payment of a $100 fee and permanent disconnection from the system.

During the current fiscal year 262 disconnection permits were issued resulting in a refund or final credit of ap-
proximately $331,640 and 1,034 new connection permits were issued resulting in additional advance service
charges of approximately $380,680.

1V. OTHER INFORMATION

PENSION PLANS

The City maintains two single employer defined benefit plans for its employees and several of its component
units. The City is required by the Philadelphia Home Rule Charter to maintain an actuarially sound pension and
retirement system (PERS). The fund covers all officers and employees of the city and the officers and em-
ployees of certain other governmental and quasi-governmental organizations.

A. SINGLE EMPLOYER PLANS

The two plans maintained by the City are the Municipal Pension Plan (City Plan) and the Gas Works Plan (PGW
Plan). Financial statements for the City and PGW pension plans are prepared using the accrual basis of ac-
counting. Employee and employer contributions are recognized as revenues when due, pursuant to formal
commitments, as well as statutory or contractual requirements.
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Required Supplementary Information calculated in accordance with GASB Statement No. 25 is presented in au-
dited financial statements of the respective pension plans. Copies of these financial statements may be obtained
by contacting the Director of Finance of the City of Philadelphia.

(1) City Plan

a.

Plan Description

The Philadelphia Home Rule Charter (the Charter) mandates that the City maintain an actuarially sound
pension and retirement system. To satisfy that mandate, the City’s Board of Pensions and Retirement
maintains the single-employer Municipal Pension Plan (the Plan). The plan covers all officers and em-
ployees of the City and officers and employees of five other governmental and quasi-governmental or-
ganizations. By authority of two Ordinances and related amendments passed by City Council, the Plan
provides retirement benefits as well as death and disability benefits. Benefits vary by the class of em-
ployee. The plan has two major classes of members - those covered under the 1967 Plan and those
covered under the 1987 Plan. Each of these two plans has multiple divisions. In addition to the two
major classes of members, a third class of members was enacted in fiscal year 2011 that features a de-
fined benefit and a defined contribution component.

Retirement Benefits

An employee who meets the age and service requirements of the particular division in which he partici-
pates is entitled to an annual benefit, payable monthly for life, equal to the employee’s average final
compensation multiplied by a percentage that is determined by the employee’s years of credited ser-
vice. The formula for determining the percentage is different for each division. If fund earnings exceed
the actuarial assumed rate by a sufficient amount, an enhanced benefit distribution to retirees, their be-
neficiaries, and their survivors shall be considered. A deferred vested benefit is available to an em-
ployee who has 10 years of credited service, has not withdrawn contributions to the system and has at-
tained the appropriate service retirement age. Members of both plans may opt for early retirement with
a reduced benefit. The Deferred Retirement Option Plan (DROP) was initiated on October 1, 1999.
Under this plan employees that reach retirement age may accumulate their monthly service retirement
benefit in an interest bearing account at the Board of Pensions for up to four (4) years and continue to
be employed by the City of Philadelphia.

Death Benefits

If an employee dies from the performance of duties, his/her spouse, children or dependent parents may
be eligible for an annual benefit ranging from 15% to 80% of the employee’s final average compensa-
tion. Depending on age and years of service, the beneficiary of an employee who dies other than from
the performance of duties will be eligible for either a lump sum benefit only or a choice between a lump
sum or an annual pension.

Disability Benefits
Employees disabled during the performance of duties are eligible for an immediate benefit equal to con-

tributions plus a yearly benefit. If the employee subsequently becomes employed, the benefit is reduced
by a percentage of the amount earned. Certain employees who are disabled other than during the per-
formance of duties are eligible for an ordinary disability payment if they apply for the benefit within one
year of termination. If the employee subsequently becomes employed, the benefit is reduced by a per-
centage of the amount earned.

Membership
Membership in the plan as of July 1, 2010 was as follows:

Retirees and beneficiaries currently receiving benefits 35,110
Terminated members entitled to benefits but not yet receiving them 2,018
Active members 27,928

Total Members 65,056

The Municipal Pension Fund issues a separate annual financial report. To obtain a copy, contact the Di-
rector of Finance of the City of Philadelphia.
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b. Funding Policy
Employee contributions are required by City Ordinance. For Plan 67 members, employees contribute
3%% of their total compensation that is subject to FICA and 6% of compensation not subject to FICA.
Plan 87 contribution rates are defined for the membership as a whole by Council ordinance. Rates for
individuals are then determined annually by the actuary so that total individual contributions satisfy the
overall rate set by Council.

The City is required to contribute the remaining amounts necessary to fund the Plan, using an accepta-
ble actuarial basis as specified by the Home Rule Charter, City Ordinance and State Statute. Court de-
cisions require that the City’s annual employer contributions are sufficient to fund:

=  The accrued actuarially determined normal costs

= Amortization in level dollar payments of the changes to the July 1, 1985 liability due to the following
causes over the stated period:

e non active member’s benefit modifications (10 years)

e experience gains and losses (15 years)

e changes in actuarial assumptions (20 years)

e active members’ benefit modifications (20 years )

Under the City’s current funding policy, the total required employer contribution for the current year
amounted to $701.3 million or 50.0% of the covered payroll of $1,410.2 million. The City’s actual con-
tribution was $455.9 million. The City’s contribution did not meet the Minimum Municipal Obligation
(MMO) as required by the Commonwealth of Pennsylvania’s Acts 205 and 189.

In Fiscal Year 2010 the City made several changes to the pension plan based on Act 44, which pro-
vided a new method of determining municipal distress levels and alternative funding relief in response
to the 2008/2009 market decline. The City adopted fresh start amortization, alternating to 30 years and
lowered the assumed rate of interest from 8.25% to 8.15% assuming a partial deferral of the pension
payments in fiscal years 2010 and 2011 of $150 million and $80 million respectively, which must be re-
paid by fiscal year 2014. The change in amortization period and the partial deferral were approved by
the Commonwealth of Pennsylvania General Assembly’s Act 44. Act 44 also allowed the City to tempo-
rarily impose an additional local sales tax of 1.0% to fund future MMO Payments.

The Annual Pension Cost and related percentage contributed for the three most recent fiscal years are

as follows:
(Millions of USD)
Fiscal Year Annual Net
Ended Pension Percentage Pension
June 30 Cost Contributed Obligation
2009 559.0 81.47% (456.0)
2010 597.0 52.36% (171.6)
2011 721.7 65.14% 80.0

The actuarial valuation used to compute the current year’s required contribution was performed as of
July 1, 2010. Methods and assumptions used for that valuation include:

the individual entry age actuarial cost method

a ten-year smoothed market value method for valuing investments

a level percentage closed method for amortizing the unfunded liability
an annual investment rate of return of 8.15%

projected annual salary increases based on new age based scale
payroll growth rate is 3.5%

no post-retirement benefit increases

Administrative costs of the Plan are paid out of the Plan’s assets.
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c. Funding Status
The following schedule shows the funding status based on the latest actuary report. The schedule of
funding progress, which presents multiyear trend information about whether the actuarial value of plan
assets is decreasing over time relative to the actuarial accrued liability for benefits, can be found in the
Required Supplementary Information section immediately following the Notes to the Financial State-
ments.
(Mi”iOﬂS of USD) UAAL as a
Actuarial Actuarial Actuarial Unfunded Percent of
Valuation Value of Accrued AAL Funded Covered Covered
Date Assets Liability (AAL) (UAAL) Ratio Payroll Payroll
(a) (b) (b-a) (alb) (c) (b-a)/c
07/01/2008 4,623.6 8,402.2 3,778.6 55.03% 1,456.5 259.43%
07/01/2009 4,042.1 8,975.0 4,932.9 45.04% 1,463.3 337.11%
07/01/2010 4,380.9 9,317.0 4,936.1 47.02% 1,421.2 347.32%
d. Net Pension Obligation
The City and other employers’ annual pension cost and net pension obligation (NPO) for the Municipal
Pension Plan for the current year were as follows:
(Thousands of USD)
Annual Required Contribution (ARC) 715,544
Interest on Net Pension Obligation (NPO) (14,155)
Adjustment to ARC 20,353
Annual Pension Cost 721,742
Contributions Made (470,155)
Increase in NPO 251,587
NPO at beginning of year (171,576)
NPO at end of year 80,011
Interest Rate 8.25%
15 Year amortization Factor (EQY) 8.43%
e. Derivative Instruments

In 2010 the City of Philadelphia adopted GASB Statement No. 53 which addresses the recognition,
measurement, and disclosure of information regarding derivative instruments entered into by state and
local governments. Derivative instruments such as swaps, options, futures and forwards are often
complex financial arrangements used by governments to manage specific risks or to make investments.
By entering into these arrangements, governments receive and make payments based on market prices
without actually entering into the related financial or commodity transactions. Derivative instruments
associated with changing financial and commodity prices result in changing cash flows and fair values
that can be used as effective risk management or investment tools. Derivative instruments, however,
also can expose governments to significant risks and liabilities.

The City of Philadelphia Municipal Pension Fund (Pension Fund) enters into a variety of financial con-
tracts which include options, futures, forwards and swap agreements to gain exposure to certain sectors
of the equity and fixed income markets; collateralized mortgage obligations (CMQ’s); other forward con-
tracts, and U.S. Treasury strips. The contracts are used primarily to enhance performance and reduce
volatility of the portfolio. The Pension Fund is exposed to credit risk in the event of non performance by
counterparties to financial instruments. The Pension Fund generally enters into transactions only with
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high quality institutions. Legal risk is mitigated through selection of executing brokers and review of all
documentation. The Pension Fund is exposed to market risk, the risk that future changes in market
conditions may make an instrument less valuable. Exposure to market risk is managed in accordance
with risk limits set by Board approved guidelines, through buying or selling instruments or entering into
offsetting positions. The notional or contractual amounts of derivatives indicate the extent of the
Pension Fund’s involvement in the various types and used of derivative financial instruments and do not
measure the Pension Fund’s exposure to credit or market risks and do not necessarily represent
amounts exchanged by the parties. The amounts exchanged are determined by reference to the no-
tional amounts and the other terms of the derivatives. The following table summarizes the aggregate
notional or contractual amounts for the Pension Fund’s derivative financial instruments at June 30,
2011:

Derivative Instruments

List of Derivatives Aggregated by Investment Type

Credit Default Swaps Bought

Credit Default Swaps Written

Fixed Income Futures Long

Fixed Income Futures Short

Foreign Currency Options Bought

Futures Options Bought

Future Options Written

FX Forwards

Index Futures Long

Pay Fixed Interest Rate Swaps

Rights

Total Return Swaps Bond

Warrants
Grand Totals

Changes in Fair Value Eair Value at June 30, 2011

Classification Amount Classification Amount Notional
Investment
Revenue $ (15,142) Swaps $ 19,447 $ 288,000
Investment
Revenue 62,463 Swaps 39,095 1,141,666
Investment
Revenue (20,758) Futures 0 4,494,532
Investment
Revenue (486,166) Futures 0 (10,989,811)
Investment
Revenue (141,316) Options 0 0
Investment
Revenue (168,376) Options 0 0
Investment
Revenue 87,306 Options 0 0
Investment Long Term
Revenue (4,813,171) Instruments 155,264 578,835,757
Investment
Revenue 20,118,776 Futures 0 113,645
Investment
Revenue 71,238 Swaps (200,696) 2,707,000
Investment
Revenue 256,276 Common Stock 9,625 78,247
Investment
Revenue 13,702 Swaps (1,431) 410,000
Investment
Revenue 291,943 Common Stock 22,124,111 13,645,243
$ 15,256,775 $ 22,145,415

A Derivatives Policy Statement identifies and allows common derivative investments and strategies,
which are consistent with the Investment Policy Statement of the Pension Fund. The guidelines identify
transaction-level and portfolio-level risk control procedures and documentation requirements. Manag-
ers are required to measure and monitor exposure to counterparty credit risk. All counterparties must
have credit ratings available from nationally recognized rating institutions such as Moody, Fitch and
S&P. The following tables show the details of counter parties and their rating information as follows:
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Percentage of S&P Fitch Moody's

Counterparty Name Net Exposure Rating Rating Rating
Citibank N.A. 40% A+ A+ A1
UBS AG 22% A+ A+ Aa3
Royal Bank of Scotland PLC 12% A+ AA- Aa3
Deutsche Bank AG London 5% A+ AA- Aa3
Barclays Bank PLC Wholesale 4% AA- AA- Aa3
JPMorgan Chase Bank N.A. 4% AA- AA- Aa1
HSBC Bank USA 3% AA AA Aa3
Credit Suisse London Branch (GFX) 3% A+ AA- Aal
UBS Securities LLC 2% A+ A+ Aa3
UBS AG London 1% A+ A+ Aa3
Bank of America Securities LLC 1% A A+ A2
Morgan Stanley & Co. International PLC 1% A A A2
Goldman Sachs + Co. 0% A A+ A1
Royal Bank of Canada (UK) 0% AA- AA Aa1
HSBC Bank PLC 0% AA AA Aa3
Westpac Banking Corporation 0% AA AA Aa2
JPMorgan Securities Inc. 0% A+ AA- Aa3
BNP Paribas SA 0% AA AA- Aa2

The details of other risks and financial instruments in which the municipal pension fund of Philadelphia
is involved are described below:

Credit Risk: The Pension Fund is exposed to credit risk on hedging derivative instruments that are in
asset positions. To minimize its exposure to loss related to credit risk, it is the Pension Fund'’s policy to
require counterparty collateral posting provisions in its non-exchange-traded hedging derivative instru-
ments. These terms require full collateralization of the fair value of hedging derivative instruments in
asset positions (net of the effect of applicable netting arrangements) should the counterparty’s credit
rating fall below AA as issued by Fitch Ratings and Standard & Poor’s or Aa as issued by Moody’s In-
vestors Service. Collateral posted is to be in the form of U.S. Treasury securities held by a third-party
custodian. The city has never failed to access collateral when required.

It is the Pension Fund’s policy to enter into netting arrangements whenever it has entered into more
than one derivative instrument transaction with counterparty. Under the terms of these arrangements,
should one party become insolvent or otherwise default on its obligations, close-out netting provisions
permit the non-defaulting party to accelerate and terminate all outstanding transactions and net the
transactions’ fair values so that a single sum will be owed by, or owed to, the non-defaulting party.

The aggregate fair value of hedging derivative instruments in the asset position at June 30, 2011 was
$22,145,415. This represents the maximum loss that would be recognized at the reporting date if all
counterparties failed to perform as contracted. This maximum exposure is reduced by $16,803,823 of
collateral or liabilities included in netting arrangements with those counterparties, resulting in a net ex-
posure to credit risk of $5,342,592.

Interest Rate Swap agreements provide for periodic payments at predetermined future dates between
parties based on the change in value of underlying securities, indexes or interest rates. During the year
ended June 30, 2011 the Pension Fund entered into interest rate swaps. Under the receive fixed inter-
est rate type swap agreements, the Pension Fund receives the fixed interest rate on certain equity or
debt securities or indexes in exchange for a fixed charge. There were no fixed interest rate Swaps re-
ceived as of June 30, 2011. On its pay-variable, received-fixed interest rate swap, as LIBOR increases,
the Pension Fund’s net payment on the swap increases. Alternatively, on its pay-fixed, receive-variable
interest rate swap, as LIBOR or the SIFMA swap index decreases, the Pension Fund’s net payment on
the swap increases. The pay fixed interest rate Swaps were ( $200,696).

The following table show the interest rate swaps including reference rates and interest rate risk disclo-
sure for June 30, 2011.
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Asset ID Asset Description Fair Value Notional

Pay Fixed Interest Rate Swaps

99S05ILT2/99S05ILU9 OWP158397 IRS USD R V 03MLIBOR/ $ (33,256) $ 460,000
OWP158397 IRS USD P F .00000

99S051P27/99S051P35 OWP158470 IRS USD R V 03MLIBOR/ (45,677) 590,000
OWP158470 IRS USD P F .00000

99S051XN2/99S051X00 OWP158611 IRS USD R V 03MLIBOR/ (86,357) 1,197,000
OWP158611 IRS USD P F .00000

99S05J1K1/99S05J1L9 OWP159155 IRS USD R V 03MLIBOR/ (35,406) 460,000
OWP159155 IRS USD P F .00000

Total Pay Fixed Interest Rate Swaps: $ (200,696) 2,707,000

Future Contracts are types of contracts in which the buyer agrees to purchase and the seller agrees to
make a delivery of a specific financial instrument at a predetermined date and price. Gains and losses
on future contracts are settled daily based on a notional (underlying) principal value and do not involve
an actual transfer of the specific instrument. Futures contracts are standardized and are traded on ex-
changes. The exchange assumes the risk that counterparty will not pay and generally requires margin
payments to minimize such risk. In addition, the Pension Fund enters into short sales, sales of securi-
ties it does not presently own, to neutralize the market risk of certain equity positions. Initial margin re-
quirements on futures contracts and collateral for short sales are provided by investment securities
pledged as collateral and by cash held by various brokers. Although the Pension Fund has the right to
access individual pledged securities, it must maintain the amount pledged by substituting other securi-
ties for those accessed. The value of securities pledged and the amount of cash held at June 30, 2011
of ($6,495,280) represent a restriction on the amount of assets available as of year-end for other pur-
poses.

Forward contracts: The Pension Fund is exposed to basis risk on its forward contract because the
expected funds purchase being hedged will price based on a pricing point different than the pricing point
at which the forward contract is expected to settle. At June 30, 2011, the FX Forwards had a fair value
of $155,264.

Termination risk: The Pension Fund or its counterparties may terminate a derivative instrument if the
other party fails to perform under the terms of the contract. In addition, the Pension Fund is exposed to
termination risk on its receive-fixed interest rate swap. The Pension Fund is exposed to termination risk
on its rate cap because the counterparty has the option to terminate the contract if the SIFMA swap in-
dex exceeds 12 percent. If at the time of termination, a hedging derivative instrument is in a liability po-
sition, the City would be liable to the counterparty for a payment equal to the liability subject to netting
arrangements. The total credit default swaps bought at fair market value were $288,000 and the total
credit default swaps written were $1,141,666.

Rollover Risk: The Pension Fund is exposed to rollover risk on hedging derivative instruments that are
hedges of debt that mature or may be terminated prior to the maturity of the hedged debt. When these
hedging derivative instruments terminate, or in the case of a termination option, it the counterparty ex-
ercises its option, the Pension Fund will be re-exposed to the risks being hedged by the hedging deriva-
tive instrument.

In addition, the Pension Fund also was involved in other financial instruments such as rights that were
worth $9,625 and warrants that were $22,124,111.

f.  Summary of Significant Accounting Policies

Financial statements of the Plan are prepared using the accrual basis of accounting. Contributions are
recognized as revenues when due, pursuant to formal commitments, as well as statutory or contractual
requirements. Benefits and refunds paid are recognized when due and payable in accordance with the
terms of the plan. Investments are valued as described in Footnote 1.4.
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(2) Gas Works Plan

a.

Plan Description

PGW sponsors a public employee retirement system (PERS), a single-employer defined benefit plan to
provide benefits for all its employees. The PGW Pension Plan provides retirement benefits as well as
death and disability benefits. Retirement benefits vest after 5 years of credited service. Employees who
retire at or after age 65 are entitled to receive an annual retirement benefit, payable monthly, in an
amount equal to the greater of:

* 1.25% of the first $6,600 of Final Average Earnings plus 1.75% of the excess of Final Average Earn-
ings over $6,600, times years of credited service, with a maximum of 60% of the highest annual earn-
ings during the last 10 years of credited service, applicable to all participants, or

* 2% of total earnings received during the period of credited service plus 22.5% of the first $1,200 of
such amount, applicable only to participants who were employees on or prior to March 24, 1967.

Final-average earnings is the employees’ average pay, over the highest 5 years of the last 10 years of
credited service. Employees with 15 years of credited service may retire at or after age 55 and receive a
reduced retirement benefit. Employees with 30 years of service may retire without penalty for reduced
age.

At September 1, 2009 the beginning of the Plan Year of the last actuarial valuation, the Pension Plan
membership consisted of:

Retirees and beneficiaries currently receiving benefits and

terminated members entitled to benefits but not yet receiving them 2,232
Current Employees 1,653
Total Members 3,885
Funding Policy

Benefit and contribution provisions are established by City ordinance and may be amended only as al-
lowed by City ordinance. Covered employees are not required to contribute to the PGW Pension Plan.
The Gas Works is required by statute to contribute the amounts necessary to finance the Plan.

The funding policy of the PGW Plan provides for periodic employer contributions at actuarially deter-
mined rates that, expressed as percentages of annual covered payroll, are sufficient to accumulate as-
sets to pay benefits when due. Level percentage of employer contribution rates are based on the actu-
arial accrued liability as determined by using the Projected Unit Credit actuarial funding method. The ac-
tuarial asset value is equal to the value of fund assets. The unfunded actuarial accrued liability is being
amortized using the open method. Contributions of $24.6 million (approximately 2.0% of covered pay-
roll) were made to the PGW Plan during the year.

Beneficiary payments in FY 2010 were made from operating funds. Instead, the Company set up a re-
ceivable to draw the FY 2010 funds of $11.1 million in FY 2011, which is recorded in other current as-
sets and deferred debits on the balance sheet. The withdrawals from the pension assets in FY 2009 of
$18.5 million were utilized to meet beneficiary payment obligations.

Funding Status

The funded status of the PGW plan as of September 1, 2010 the most recent actuarial valuation is as
follows (amounts in thousands):
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(Amounts In Thousands)

Actuarial Unfunded/ UAAL as a
Actuarial Actuarial Accrued (Over Funded) Percent of
Valuation Value of Liability AAL Funded Covered Covered
Date Assets (AAL)-Entry Age (UAAL) Ratio Payroll Payroll
(a) (b) (b-a) (a/b) (c) (b-a)/c
09/01/2009 $355,499 $519,773 $164,274 68.4% $106,003 155.0%
09/01/2008 $430,390 $495,155 $64,765 86.9% $107,918 60.0%
09/01/2007 $416,183 $482,380 $66,197 86.3% $105,596 62.7%

The analysis of pension funding progress presented as required supplementary information (RSI) fol-
lowing the notes to the financial statements, present multiyear trend information about whether the ac-
tuarial values of plan assets are increasing or decreasing over time relative to the AALs for benefits.

Amortization Method Level percent open
Remaining Amortization Period 20 years

d. Annual Pension Cost
PGW'’s annual pension cost for the current year of $24.6 million is equal to its required contribution. The
annual required contribution for the current year was determined based on an actuarial study or updates
thereto, using the projected unit credit method. Significant actuarial assumptions used include an an-
nual rate of return on investments of 8.25%, compounded annually, projected salary increases of 3.00%
of the salary at the beginning of the next three years, then 4.25% of the salary at the beginning of the
fourth and subsequent year, and retirements that are assumed to occur prior to age 62, at a rate of 10%
at 55 to 61 and 100% at age 62. The assumptions did not include post retirement benefit increases.
The Annual Pension Cost and related percentage contributed for the three most recent fiscal years is as
follows:
(Amounts in Millions of USD)
Fiscal Year Annual
Ended Required Percentage
August 31 Contribution Contributed
2010 24.6 100%
2009 15.4 100%
2008 14.3 100%
e. Summary of Significant Accounting Policies

The financial statements of the Plan are prepared on the accrual basis of accounting. Employer contri-
butions are recognized as revenues when due, pursuant to formal commitments, as well as statutory or
contractual requirements. Investment income is recognized as earned. Gains and losses on sales and
exchanges are recognized on the transaction date. Plan investments are reported at fair value based on
quoted market price for those similar investments.

2. ACCUMULATED UNPAID SICK LEAVE

City and certain component unit employees are credited with varying amounts of sick leave according to type of
employee and/or length of service. City employees may accumulate unused sick leave to predetermined bal-
ances. SDP employees have an unlimited maximum accumulation, and Gas Works' employees' sick leave is
non-cumulative. Non-uniformed employees (upon retirement only) and uniformed employees (upon retirement or
in case of death while on active duty) are paid varying amounts ranging from 25% to 50% of unused sick time,
not to exceed predetermined amounts. Employees, who separate for any reason other than indicated above, for-
feit their entire sick leave. The City budgets for and charges the cost of sick leave as it is taken.
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3.

OTHER POST EMPLOYMENT BENEFITS (OPEB)

A. PRIMARY GOVERNMENT

Plan description: The City of Philadelphia self-administers a single employer, defined benefit plan and provides
health care for five years subsequent to separation for eligible retirees. Certain union represented employees
may defer their coverage until a later date but the amount that the City pays for their health care is limited to the
amount that the City would have paid at the date of their retirement. The City also provides lifetime insurance
coverage for all eligible retirees. Firefighters are entitled to $7,500 coverage and all other employees receive
$6,000 in coverage. The plan does not issue stand alone financial statements, and the accounting for the plan is
reported within the financial statements of the City of Philadelphia.

Funding Policy: The City funds its retiree benefits on a pay-as-you-go basis. To provide health care coverage,
the City pays a negotiated monthly premium for retirees covered by union contracts and is self insured for non-
union employees. For fiscal year 2011, the City paid $65.5 million for retiree healthcare.

Annual OPEB Cost and Net OPEB Obligation: The City’s annual other post employment benefit (OPEB) ex-
pense is calculated based on the annual required contribution of the employer (ARC), an amount actuarially de-
termined in accordance with the parameters of GASB Statement No. 45. The ARC represents a level of funding,
which if paid on an ongoing basis, is projected to cover normal cost each year and amortize any unfunded actu-
arial liabilities over a period not to exceed thirty (30) years. The following table shows the components of the
City’'s annual OPEB cost for the year, the amount actually contributed to the plan and changes in the net OPEB
obligation (dollar amount in thousands)

City of Philadelphia OPEB

(Amounts in Thousands)

Annual required contribution 101,216
Interest on net OPEB obligation 2,165
Adjustment to ARC (1,668)
Annual OPEB cost 101,713
Payments made (65,533)
Increase/(Decrease) in net OPEB Obligation 36,180
Net OPEB obligation - beginning of year 43,301
Net OPEB obligation - end of year 79,481

The City of Philadelphia’s annual OPEB cost, the percentage of annual OPEB cost contributed to the Plan, and
the net OPEB obligation for the fiscal year ended June 30, 2011 was as follows:

amounts in thousands USD

Annual Percentage of
Fiscal Year OPEB Annual OPEB Net OPEB
Ended Cost Contributed Obligation
6/30/2011 $ 101,713 64% $ 79,481
6/30/2010 $ 93,844 76% $ 43,301
6/30/2009 $ 98,733 82% $ 21,150

Funded Status and Funding Progress: As of July 1, 2010, the most recent actuarial valuation date, the City is
funding OPEB on a pay as you go basis and accordingly, the unfunded actuarial accrued liability for benefits was
$1.2 billion. The covered annual payroll was $ 1.419 billion and the ratio of the UAAL to the covered payroll was
82.4 percent.
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The required schedule of funding progress immediately following the notes to the financial statements presents
multi-year trend information about whether the actuarial value of the plan assets is increasing or decreasing over
time relative to the actuarial accrued liability for benefits.

The projections of future benefit payments for an ongoing plan obligation involves estimates of the value of re-
ported amounts and assumptions about the probability of occurrence of events far into the future. Amounts de-
termined regarding the funded status of the obligation and the contributions of the employer are subject to conti-
nual revision as actual results are compared with past expectations and new estimates are made about the fu-
ture.

Actuarial Methods and Assumptions: Projections of costs for financial reporting purposes are based on the
types of benefits provided under the terms of the substantive plan at the time of each valuation and on the pat-
tern of sharing costs between the employer and plan members to that point.

Costs were determined according to the individual entry age actuarial cost method with the attribution period
ending at each decrement age. This is consistent with the cost method used for the City of Philadelphia Munici-
pal Retirement System. The city uses a level percent open approach as its method of amortization. Unfunded
liabilities are funded over a 30 year period as a level percentage of payroll, which is assumed to increase at a
compound annual rate of 4% per year. The actuarial assumption included a 5.0% compound annual interest rate
on the City’s general investments. The current plan incorporates the following assumptions: no post-retirement
benefit increases since last year; a 5% Investment Rate of Return, a 4% Rate of Salary increases; and, a 5% UI-
timate Rate of Medical Inflation.

B. COMPONENT UNITS

School District of Philadelphia (SDP) OPEB

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

Plan Description:

The SDP provides up to $2,000 of life insurance coverage for retired and disabled employees in a single-
employer plan. A retired employee is eligible for this benefit if covered for ten years as an active employee and
retired at age 60 with 30 years of service or age 62 with ten years of service or 35 years of service regardless of
age. A disabled employee’s eligibility is determined by the insurance company providing the coverage. An unau-
dited copy of the life insurance benefit plan can be obtained by writing to The SDP of Philadelphia, 440 North
Broad Street, Philadelphia, PA 19130; Attention: Employee Benefits Management.

Funding Policy:

The SDP is not required by law or contractual agreement to provide funding for the life insurance benefits other
than the pay-as-you-go amount necessary to provide current benefits to retirees and eligible disabled em-
ployees. The number of eligible participants enrolled to receive such benefits as of June 30, 2010, the effective
date of the most recent biennial OPEB valuation, is below. There have been no significant changes in the num-
ber covered or the type of coverage since that date.
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Number of Average
Employees Age
Active:
Represented 16,308 45.5
Non-
represented 1,223 48.6
Retirees 8,918 76.2
Disabled 135 58.2
Total 26,584 56.0

Annual OPEB Cost and Net OPEB Obligation:

The SDP’s annual OPEB cost (expense) is calculated based on the annual required contribution of the employer
(ARC), and amount that was actuarially determined by the Entry Age Normal Actuarial Cost Method (one of the
actuarial cost methods in accordance with the parameters of GASB Statement No. 45). Under this method, a
contribution is determined that consists of the normal cost and the unfunded actuarial liability payment. The
normal cost for each employee is derived as a level contribution from entry age to assumed retirement age. The
accumulation of normal costs for service already completed is the actuarial accrued liability (AAL), which under
GASB Statement No. 45, may be amortized over no more than 30 years. The District has elected to amortize
the OPEB obligation as an open amortization period, which is recalculated at each bi-annual actuarial valuation
date, up to 30 years, using the level percentage of payroll method. The following table shows the elements of
the SDP’s annual OPEB cost for the year, the amount paid on behalf of the plan, and changes in the SDP’s net
OPEB obligation to the plan:

Year Ended June 30 Annu%SsFt)(E/EPC) PerACgrétag:n(t)rfibuted et OOFt;IIEigBation
2009 $640,650 100% $0
2010 659,317 100% 0
2011 673,167 100% 0

Basis of Accounting:

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

Funded Status and Funding Progress:

As of June 30, 2010, the most recent actuarial valuation date, the plan was 0.0% funded. The actuarial accrued
liability of $14.5 million, and the actuarial value of assets was $0, resulting in an unfunded actuarial accrued lia-
bility (UAAL) of $14.5 million.

Active $3,411,000
Inactive 11,122,000
Total $14,533,000
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Actuarial Methods and Assumptions:

The actuarial assumptions used in the June 30, 2010 OPEB actuarial valuations are those specific to the OPEB

valuations.

Investment return (discount rate) not fully funded: 4.00%

e Mortality for healthy and disabled participants: The Uninsured Pensioner 1994 Mortality Table (UP94) pro-
jected for ten years, with an age set back one year for males and females.
e Payroll increases: Payroll is assumed to increase at an average rate of 4.00% per year. Because the life in-
surance amounts are $1,000 or $2,000 except for disabilities, inflation has very little impact on the benefits.
There is a Consumer Price Index assumption of 3%, but that rate is not applied to future life insurance
amounts. The 4% payroll increase assumption is a combination of 3% inflation and 1% productivity. It is

meant to be a very long term assumption.

e No actuarial liability is included for non-vested participants who terminated prior to the valuation date.
o Withdrawal: During the first five years of service, withdrawal rates were assumed as follows:

Service Rate
Less than one year 24.49%
1—2years 25.23%
2 — 3 years 16.54%
3 —4 years 14.07%
4 — 5 years 10.88%

Atfter five years, see table of sample rates

e Disability incidence: See table of sample rates.
® Retirement age: The following retirement rates are used:

Age Rate of Retirement Age Rate of Retirement
55 11.31% 63 20.56%
56 13.41% 64 18.43%
57 17.98% 65 33.22%
58 19.52% 66 19.27%
59 20.73% 67 19.55%
60 29.37% 68 18.91%
61 32.59% 69 17.03%
62 30.28% 70+ 100.00%

® Accelerated death benefit: This benefit was assumed to have an immaterial value.

e Table of Sample Rates:
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Attained Percentage Disability Incidence
Age
9 Withdrawal Male Female
25 24.75% 0.016% 0.027%
30 18.01% 0.016% 0.027%
35 10.98% 0.067% 0.053%
40 7.91% 0.120% 0.087%
45 6.71% 0.120% 0.120%
50 4.03% 0.187% 0.167%
55 3.81% 0.287% 0.320%
60 6.40% 0.387% 0.320%
65 13.63% 0.067% 0.107%

Philadelphia Gas Works (PGW) OPEB

Plan description: PGW provides certain health care and life insurance benefits for approximately 1,963 retired
employees and their dependents. PGW recognizes the cost of providing these benefits by charging the annual
insurance premiums to expense.

Funding Policy: PGW pays 100% of premiums for basic medical, hospitalization, and prescription drugs in-
curred by retirees and their dependents. The company also pays a portion of the premium for life insurance for
each eligible retiree. PGW currently provides for the cost of healthcare and life insurance benefits for retirees
and their beneficiaries on a pay-as-you-go basis. Total expenses incurred for health care amounted to $42.1 mil-
lion, of which approximately 48.9% relates to retirees and their dependents. Total premiums for group life insur-
ance amounted to $1.9 million of which approximately 76.5% relates to retirees.

Actuarial Valuation and Assumptions: PGW engaged an actuarial consulting firm to provide an actuarial valu-
ation of its OPEB obligations as of August 31, 2010. The actuarial valuations involve estimates of the value re-
ported amounts and the assumptions about the probability of events far into the future. Actuarially determined
amounts are subject to continual revision, as actual results are compared to past expectations, and new esti-
mates are made about the future. The calculations were based on the types of benefits provided under the
terms of the substantive plan at the time of the valuation.

PGW’s annual other post employment benefit (OPEB) expense is calculated based on the projected unit cost
method. Under this method of calculation the present value of benefits is allocated uniformly over the em-
ployee’s expected working lifetime. The actuarial accrued liability is that portion of the present value of projected
benefits, which has been accrued during the employees’ working lifetime from hire to valuation date. The normal
cost represents the amount charged for services earned during the current reporting period. The normal cost is
calculated by dividing the present value of projected benefits for an employee by the total service.

The valuation was prepared utilizing certain assumptions, including the following:
e Economic Assumptions — the discount rate and healthcare cost trends rates
The report utilized a 5.0% discount rate for purposes of developing the liabilities and ARC on the basis that the

Plan would not be funded. This rate is based on the investment return expected on the Company’s general in-
vestments. Because the Company has not funded the Plan for FY 2010.
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Healthcare costs trend rates

Year Medical Prescription Dental
1 9.0% 9.0% 4.5%
2 8.0% 8.0% 4.5%
3 7.0% 7.0% 4.5%
4 6.0% 6.0% 4.5%
5 5.0% 5.0% 4.5%
6 4.5% 4.5% 4.5%
7 4.5% 4.5% 4.5%
8 4.5% 4.5% 4.5%
9 4.5% 4.5% 4.5%
10 & beyond 4.5% 4.5% 4.5%

o Benefit Assumption — the initial per capita rates for medical coverage, and the face amount of PGW
paid life insurance.

e Demographic Assumptions — including the probabilities of retiring, dying, terminating (without a benefit),
becoming disabled, recovery from disability, election (participation rates), and coverage levels.

Annual OPEB Cost and Net OPEB Obligation: In FY2010 PGW paid retiree benefits in the amount of $21.7
million, which consisted of $20.6 million in healthcare expenses and $1.1 million in life insurance expenses. The
difference between the ARC and the expenses paid resulted in an increase in the OPEB liability of $27.3 million.
As of August 2010, the actuarial accrued liability for benefits was $654.1 million, all of which was unfunded and
the ratio of the unfunded actuarial accrued liability to the covered payroll was 617.1%

The following table shows the calculation of PGW's OPEB liability for FY2010. The difference between the
annual OPEB cost and contributions made is recorded as other postemployment benefits expense on
the statement of revenues and expenses. Contributions made are allocated to operating expense line

items along with salaries and other employee benefit costs.

Annual required contribution

Interest on net OPEB obligation

Adj to annual required contribution
Annual OPEB cost

Payments made

(Amounts in Thousands)

50,152
3,910

(5,087)

48,975
(21,708)

Increase/(Decrease) in net OPEB obligation

Net OPEB obligation - beginning of year

Net OPEB obligation - end of year

27,269

78,207

105,476

PGW’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net OPEB obli-
gation for FY2010 and the preceding years is as follows:

(Amounts in Thousands)

Annual Percentage of
Fiscal Year OPEB Annual OPEB Net OPEB
Ended Cost Contributed Obligation
6/30/2010 48,975 44.32% 105,476
6/30/2009 $ 46,009 43.59% $ 78,207
6/30/2008 44,114 41.44% 52,255
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Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as understood
by the employer and the plan members) and include the types of benefits provided at the time of each valuation
and the historical pattern of sharing of benefit costs between the employer and plan members to that point. The
actuarial methods and assumptions used include techniques that are designed to reduce the effects of short-
term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term pers-
pective of the calculations.

4. PENNSYLVANIA INTERGOVERNMENTAL COOPERATION AUTHORITY

PICA, a body corporate and politic, was organized in June 1991 and exists under and by virtue of the Pennsyl-
vania Intergovernmental Cooperation Authority Act for Cities of the First Class (the Act). Pursuant to the Act,
PICA was established to provide financial assistance to cities of the first class. The City currently is the only city
of the first class in the Commonwealth of Pennsylvania. Under the Act, PICA is administered by a governing
Board consisting of five voting members and two ex officio non voting members. The Governor of Pennsylvania,
the President Pro Tempore of the Pennsylvania Senate, the Minority Leader of the Pennsylvania Senate, the
Speaker of the Pennsylvania House of Representatives and the Minority Leader of the Pennsylvania House of
Representatives each appoints one voting member to the Board.

The Act provides that, upon PICA's approval of a request of the City to PICA for financial assistance, PICA shall
have certain financial and oversight functions. First, PICA shall have the power to issue bonds and grant or lend
the proceeds thereof to the City. Second, PICA also shall have the power, in its oversight capacity, to exercise
certain advisory and review powers with respect to the City's financial affairs, including the power to review and
approve five-year financial plans prepared at least annually by the City and to certify noncompliance by the City
with its current five-year financial plan (which certification would require the Secretary of the Budget of the Com-
monwealth of Pennsylvania to cause certain Commonwealth payments due to the City to be withheld).

PICA bonds are payable from the proceeds of a PICA tax on the wages and income earned by City residents.
The City has reduced the amount of wage and earnings tax that it levies on City residents by an amount equal to
the PICA tax so that the total tax remains the same. PICA returns to the City any portion of the tax not required
to meet their debt service and operating expenses. In Fiscal 2011 this transfer amounted to $297.0 million.

5. RELATED PARTY TRANSACTIONS

The City is associated, through representation on the respective Board of Directors, with several local govern-
mental organizations and certain quasi-governmental organizations created under the laws of the Common-
wealth of Pennsylvania. These organizations are separate legal entities having governmental character and suf-
ficient autonomy in the management of their own affairs to distinguish them as separate independent govern-
mental entities. A list of such related party organizations and a description of significant transactions with the
City, where applicable, is as follows:

A. SOUTHEASTERN PENNSYLVANIA TRANSPORTATION AUTHORITY (SEPTA)
During the year the City provided an operating subsidy of $65.9 million to SEPTA.

B. OTHER ORGANIZATIONS

The City provides varying levels of subsidy and other support payments (which totaled $144.1 million during the
year) to the following organizations:

e Philadelphia Commercial Development Corporation
e Philadelphia Health Management Corporation

e Philadelphia Industrial Development Corporation

e  Fund For Philadelphia Incorporated

e Philadelphia Housing Authority
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6. RISK MANAGEMENT

A. PRIMARY GOVERNMENT

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors
and omissions; injuries to employees; and natural disasters. The City (except for Aviation Fund operations, the
Municipal Authority and PICA) is self-insured for fire damage, casualty losses, public liability, Worker's Compen-
sation and Unemployment Compensation. The Aviation Fund is self-insured for Workers' Compensation and
Unemployment Compensation and insured through insurance carriers for other coverage.

The City covers all claim settlements and judgments, except for those discussed above, out of the resources of
the fund associated with the claim. Claims expenditures and liabilities are reported when it is probable that a loss
has occurred and the amount of the loss can be reasonably estimated. These losses include: an estimate of
claims that have been incurred but not reported; the effects of specific, incremental claims adjustment expendi-
tures, salvage, and subrogation; and unallocated claims adjustment expenditures.

At June 30, the amount of these liabilities was $353.5 million for the Primary Government. This liability is the
City’s best estimate based on available information. Changes in the reported liability since June 30, 2009 re-
sulted from the following:

(Amounts in Millions of USD)

Current Year

Beginning Claims and Changes Claim Ending
Liability In Estimates Payments Liability
Fiscal 2009 2611 144.4 (96.2) 309.3
Fiscal 2010 309.3 156.5 (94.5) 371.3
Fiscal 2011 371.3 82.0 (99.8) 353.5

The City's Unemployment Compensation and Workers’ Compensation coverages are provided through its Gen-
eral Fund. Unemployment Compensation and Workers’ Compensation coverages are funded by a pro rata
charge to the various funds. Payments for the year were $5.4 million for Unemployment Compensation claims
and $58.3 million for Workers’ Compensation claims.

The City’s estimated outstanding workers’ compensation liabilities are $296.0 million discounted at 3.5%. On an
undiscounted basis, these liabilities total $401.5 million. These liabilities include provisions for indemnity, medi-
cal and allocated loss adjustment expense (ALAE). Excluding the ALAE, the respective liabilities for indemnity
and medical payments relating to workers’ compensation total $270.0 million (discounted) and $365.9 million
(undiscounted).

During the last three (3) fiscal years, no claim settlements have exceeded the level of insurance coverage for
operations using third party carriers. None of the City's insured losses have been settled with the purchase of
annuity contracts.

B. COMPONENT UNITS

The City's Component Units are exposed to various risks of loss related to torts; theft of, damage to, and destruc-
tion of assets; errors and omissions; injuries to employees; and natural disasters. The SDP is self-insured for
most of its risks including casualty losses, public liability, unemployment and weekly indemnity. Workers’ Com-
pensation is covered by excess insurance over a $5.0 million self-insured retention. SDP does purchase certain
other insurance. Most Component Units are principally insured through insurance carriers. Each entity has cov-
erage considered by management to be sufficient to satisfy loss claims. These losses include: an estimate of
claims that have been incurred but not reported; the effects of specific, incremental claims adjustment expendi-
tures, salvage, and subrogation; and unallocated claims adjustment expenditures.

At June 30, the combined amount of these liabilities was $184.8 million for the City's Component Units. This lia-

bility is the best estimate based on available information. Changes in the reported liability since June 30, 2010
resulted from the following:
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(Amounts in Millions of USD)

Current Year

Beginning Claims and Changes Claim Ending

Liability In Estimates Payments Liability
Fiscal 2010 165.6 341 (42.7) 157.0
Fiscal 2011 157.0 253.6 (225.8) 184.8

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

The SDP maintains additional property (real and personal, valuable papers and records, fine arts, vehicles on

premises and property under construction) insurance to cover losses between $5.0 million and $250.0 million.
Also, certain insurance coverages including employee performance bonds and fire insurance are obtained.

7. COMMITMENTS

COMPONENT UNITS

* The SDP’s outstanding contractual commitments at year end for construction of new facilities, purchase of
new equipment, and various alterations and improvements to facilities totaled $45.5 million.

e SDP is also an Intermediate Unit (IU) established by the Commonwealth to provide programs for special
education and certain non-public school services. Conceptually, the cost of operating an IU for a fiscal year is
partially financed by Commonwealth appropriation. In certain instances (transportation) SDP reimburses the
Commonwealth for the funds advanced in the previous year. The amount advanced for transportation of special
education students is reimbursed in full less the Commonwealth's share of such cost as determined by a formula
based on the number of students transported, route distances, and efficiency of vehicle utilization. SDP owes the
Commonwealth $56.0 million. Of that amount, the Commonwealth has agreed to continue to defer amounts due
from prior years totaling $45.3 million for reimbursement of advanced funds provided for special education trans-
portation costs.

8. CONTINGENCIES

A. PRIMARY GOVERNMENT

1) Claims and Litigation

Generally, claims against the City are payable out of the General Fund, except claims against the City Water
Department, City Aviation Division, or Component Units which are paid out of their respective funds and only
secondarily out of the General Fund which is then reimbursed for the expenditure. Unless specifically noted
otherwise, all claims hereinafter discussed are payable out of the General Fund or the individual Enterprise
Fund. The Act of October 5, 1980, P.L. 693, No. 142, known as the "Political Subdivision Tort Claims Act",
established a $500,000 aggregate limitation on damages arising from the same cause of action or transac-
tion or occurrence or series of causes of action, transactions or occurrences with respect to governmental
units in the Commonwealth such as the City. The constitutionality of that aggregate limitation has been
upheld by the United States Supreme Court. There is no such limitation under federal law.

Various claims have been asserted against the City and in some cases lawsuits have been instituted. Many
of these claims are reduced to judgment or otherwise settled in a manner requiring payment by the City.
The aggregate estimate of loss deemed to be probable is approximately $351.0 million. Of this amount,
$30.9 million is charged to current operations of the Enterprise Funds. The remaining $320.1 million pertain-
ing to the General Fund is reflected in the Government Wide Statements.

In addition to the above, there are certain lawsuits against the City for which an additional loss is reasonably
possible. These lawsuits relate to General Fund and Enterprise Fund operations. The aggregate estimates
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of the loss which could result if unfavorable legal determinations were rendered against the City with respect
to those lawsuits is approximately $56.2 million to the General Fund and $4.1 million to the Enterprise
Funds.

Significant cases included in the current litigation against the City are as follows:

e Mandel v. Philadelphia, CCP Phila. No. 1101-03848

A total of 18 taxpayers have brought suit against the City in the Court of Common Pleas for the First Judicial
District, challenging the City’s system for the assessment of real estate taxes for itself and the SDP under
the Uniformity Clause of the Pennsylvania Constitution, the First Class County Assessment Law, 72 P.S. §§
5341.1-5341.21, and the Equal Protection Clause of the United States Constitution. In addition to injunctive
relief, Plaintiffs also request refunds, and their claims could cost the City well over $100 million dollars if
successful, but we have strong defenses to these assertions. Plaintiffs case was dismissed and the time to
appeal has run out.

e Waterfront Renaissance Associates (WRA) v. City, et. al., E. D. Pa. No. 07 cv 1045

WRA, proposed developer of a “World Trade Center” project at 400-456 Christopher Columbus Boulevard,
sued the City, City Council, City Planning Commission, Brian Abernathy (then legislative aide to Councilman
DiCicco), and certain civic associations and their officers. In short, WRA alleged that the zoning overlay
amendment to the Old City Residential Area Special District Controls, through a 65 foot maximum height re-
striction, effectively prevented or rendered impossible completion of its project.

WRA further alleged a nearly 20 year history of support, encouragement, assistance, and other favorable
representations for the project by the City, its officials and representatives, and others. WRA complained
that it had spent nearly $20 million in reliance upon City’s “supportive” actions for site-acquisitions and pre-
development, promotional, and other soft and hard costs.

WRA sought declaratory and injunctive relief and damages in excess of $20 million. WRA claimed that the
Ordinance facially violated its constitutional rights to procedural and substantive due process and equal pro-
tection of laws by depriving it of property through wholly arbitrary action and/or without reasonable notice
and that the Court should enjoin and declare the Ordinance as unenforceable based on state law claims of
promissory estoppel, detrimental reliance, or unjust enrichment.

City Defendants filed motions to dismiss. The Court dismissed all City defendants except the City. The
Court also dismissed the procedural due process and as-applied substantive due process claims. The fol-
lowing claims against City survived: promissory estoppel, detrimental reliance; unjust enrichment; facial vi-
olation of equal protection; and facial violation of substantive due process.

In addition, Plaintiffs were granted leave (despite the City’s opposition) to amend the Complaint. WRA add-
ed a count for violation of substantive due process seeking injunctive relief. WRA alleged that the Ordin-
ance delegated land use and planning powers to neighborhood associations allowing for ad hoc changes
and concessions regarding high-rise development through a compulsory variance process, contrary to the
master planning concept of Pennsylvania zoning law and the Philadelphia zoning code. The Court denied
the City’s Motion to Dismiss Count XV of the Second Amended Complaint.

The City moved to dismiss WRA's constitutional claims on mootness grounds on the basis that adoption of
an amendment to the City's zoning laws removed the challenged height restriction from WRA's property.
WRA also moved to supplement its Complaint to add new claims concerning the Central Delaware River-
front Ordinance. WRA requested another six months of fact discovery followed by new dates for completion
of expert discovery, filing of dispositive motions, and ultimately scheduling of trial if necessary.

The Court granted the motion to dismiss and dismissed WRA'’s constitutional claims relating to the height
restriction. As part of its ruling, the Court allowed WRA to file an amended claim to add a facial claim
against the Central Delaware Riverfront Ordinance, and to supplement its existing state law claims to in-
clude allegations pertaining to the CDRO. WRA filed its Third Amended Complaint. The City filed a motion
for summary judgment seeking dismissal of WRA’s remaining claims, and WRA filed motion for summary
judgment on its supplemental claim against CDRO.

The Court granted the City’s motion and entered summary judgment for City on Plaintiff's remaining claims
and Plaintiffs have appealed. Briefing is just commencing.-
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° In re: Condemnation of Tract of Land k/a Parcel C (within Eastwick Urban Renewal Area):
CCP Phila. Co., Consolidated Case No. 091104734

In November 2003, the City filed a declaration of taking condemning certain property known as Parcel C
within the Eastwick Urban Renewal Area Plan of 1958 for the benefit of Philadelphia International Airport.
The Redevelopment Authority of the City of Philadelphia (“RDA”) was the record title holder of the property.
The City deposited in Court in April 2006 estimated just compensation in the amount of $7,714,000. No-
vember Term, 2003, No. 2285 (C.C.P. Phila.).

In 2007, Eastwick Development Joint Venture IX, L.P. and New Eastwick Corporation (“Eastwick Develop-
ment”) petitioned the Court for appointment of a Board of Viewers and the Court appointed a Board of View
to ascertain and award just compensation. Eastwick Development alleged they owned or held equitable in-
terests in and certain development rights to the condemned property and had not received just compensa-
tion.

After a view of the premises and a hearing in July 2009, the Board of View filed a report with the Court in
October 2009. BV #3421. The Board made an award of just compensation for the property of $13,500,500
(including attorney fee), subject to credit for the $7,714,000 million already paid and distributed. In addition,
the Board awarded delay damages from the date of taking (11/18/03) until July 31, 2009 in the amount of
$3,298,200, and accruing thereafter until payment. BV #3421.

The City filed its appeal to the Court of Common Pleas in November 2009, requesting a jury trial de novo.
CCP Phila. Co., #0911-02397. The City objected, among other things, to the award of any compensation
amount beyond that amount already paid into court, to evidentiary, procedural and substantive errors in the
Board of View proceeding and award, and to the delay damage computation and award. Eastwick Devel-
opment filed a separate appeal from the Board of View Report to the Court of Common Pleas in November
2009. CCP Pnhila. Co., #0911-04734. Eastwick Development sought a jury trial de novo and objected to the
sufficiency of the amount of compensation awarded.

The parties completed discovery. At a final pretrial conference, the Court issued an order consolidating the
two separate appeals from the Board of View report and scheduled the case for trial. Subsequently, at the
request of the parties, the Court adjourned the start of trial until 2012 on the basis of a settlement in prin-
ciple. The parties signed as of December 13, 2011 a binding settlement term sheet providing for, among
other things, discontinuance of the lawsuit, payment by City in the total sum of $9.6 million, an amended re-
development agreement, and release or transfer of property interests to City, all upon certain terms and
conditions, and to take effect or occur on or before an Effective Date. If the Effective Date does not occur on
or before June 30, 2012, the settlement will expire and the parties will be restored to their previous litigation
positions (with some modification to any accrual of delay damages). The Court, at a recent status confe-
rence, ordered the case to remain in deferred status through July 2012 to allow for implementation of the
settlement.

The City intends to mount vigorous defenses to defeat the compensation claim if the settlement agreement
expires or if the preconditions to its effectiveness do not occur. The City’s lawyers reasonably believe that
the Plaintiffs will not likely succeed on their claims or for the amount of just compensation (damages) sought
and that the City’s defenses have merit.

e G&T Conveyor Co., Inc. v. Ernest Bock & Sons, Inc et al v. City et al.,CCP Phila. No. 091103117

G&T has commenced and pursued a civil action for declaratory and monetary relief against Bock, and Liber-
ty Mutual Insurance Company ("Liberty") and Fidelity and Deposit Company of Maryland ("Fidelity"), issuers
of a payment bond on behalf of Bock. G&T sued Bock for, among other things, about $1.3 million in dam-
ages for work performed but unpaid by Bock; and for nearly $7 million in additional costs incurred as a result
of construction delays G&T attributed to Bock.

Bock had successfully bid to perform general contractor work on the Airport's Terminal D&E expansion and
modernization project for baggage system (Bid #6851; Contract #084002). G&T subcontracted with Bock to
supply all necessary labor, supervision, material and equipment to furnish the baggage handling equipment.
Bock's Purchase Order (subcontract) with G&T required that G&T perform and complete work in strict ac-
cordance with the Plans and Specifications, and eleven addenda and other terms and conditions prepared
by DDI, and in compliance with certain milestones and deadlines. G&T alleged that, by early 2010, the
project was over 660 days behind schedule and its attempts to address and resolve delay and other prob-
lems with Bock had failed.
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Bock answered the Complaint, denying responsibility, asserting affirmative defenses and counterclaiming
against G&T for damages caused by G&T's alleged breach of its contract obligations. Bock also filed a
"third party" complaint against City and others, particularly Chisom Electrical (reportedly a defunct entity).

Bock contended City was solely liable or liable with Bock to G&T on the "delay damages" claims made by
G&T, pursuant to common law theories of indemnification and contribution. Bock also claimed City was lia-
ble to Bock for damages caused by City's material breaches of its contract with Bock.

City filed preliminary objections to the Third Party Complaint, challenging its propriety and sufficiency but the
Court overruled the objections and ordered the filing of an Answer. The City filed an Answer to Bock's third
party complaint, asserting its defenses, counterclaims against Bock for indemnity and breach of contract and
the bonding companies for indemnity, and added a fourth party claim against the designer of the project,
DDI. The City made a tolling agreement with DDI. The Court recently dismissed Daroff from the case pur-
suant to a voluntary discontinuance of claims against Daroff.

The parties have completed discovery and submitted expert reports. The Court denied City’s petition to
dismiss the claims against it for lack of subject matter jurisdiction (City claimed in essence the absence of a
justifiable controversy due to the incomplete status of the project and the absence of required inspection,
testing and approval of the system). City filed a motion to amend its Answer to add a more specific defense
of release, that the Court granted. G&T filed a motion for partial summary judgment, that Bock and City op-
posed. After oral argument, the Court granted the motion solely as to legal interpretation of particular con-
tract terms, and denied the balance.

City and Bock filed motions for summary judgment that were opposed by G&T and are pending decision.
The attorneys anticipate the Court will schedule the final pretrial conference in the next month or so.

The City intends to mount vigorous defenses to defeat the claims. The City's lawyers reasonably believe
that the third party plaintiffs will not likely succeed on their claims or for the amount of damages sought and
that the City's defenses have merit.

e Pingitore v. John Green et al, CCP Phila. Co., No. 1103-01141
Virelli v. City et al., CCP Phila. Co., No. 1105-00387

Two plaintiffs, Michelle Pingitore and Marie Virelli, filed separate putative class actions on behalf of appar-
ently similar or overlapping classes of former property owners whose property was subject to a sheriff's sale.
They claim for themselves and their respective classes an entitlement to excess funds from Sheriff's sales of
their properties.

In the Pingitore action, Plaintiff alleges she is owed $4,670.65 in excess proceeds from the sheriff's sale of
the property that were not paid to her. She asserts claims in restitution and unjust enrichment and seeks an
award of damages to her and the class of the excess proceeds due them, interest, attorneys fees and costs
and all such other relief that the Court deems proper.

In the Virelli action, the named plaintiff alleges she is a debtor on a judgment in the amount of $11,838.22, a
sheriff's sale of her property occurred in February 2006 for the sum of $13,000, the Sheriff failed to inform
her of excess sale proceeds and the Sheriff failed to distribute the proceeds to her. She claims that these
failures violate her (and class members') rights to due process under Pa. Constitution, Art. | Sec. 1, violate a
mandatory duty to prepare a distribution of proceeds and to distribute in accordance with the schedule under
Pa. R.C.P. 3136, amount to "equitable conversion" of the proceeds and result in unjust enrichment. On
each count, she seeks for relief: judgment in the amount of excess proceeds that should have been remitted
to Plaintiff and to each class member upon a sheriff's sale of the real property in Philadelphia County for the
time period of Jan. 5, 1988 through and including the present, together with interest, costs, attorney's fees,
and such other relief as permitted by law and deemed appropriate by the Court.

The Court effectively consolidated the two cases by setting one scheduling order governing case manage-
ment procedures in both. The Court granted the Treasurer’s request to intervene in the consolidated law-
suit. The Court allowed for six months to complete class discovery in anticipation of a class certification
hearing scheduled for July 2, 2012. The Court also denied preliminary objections filed by Treasurer and di-
rected Defendants to file answers to the class action complaints. Defendants have filed answers and are
conducting class discovery.

At this stage, it is unclear whether either of the classes will be certified, the number of class members en-

titled to relief, whether if certified the plaintiffs will succeed on the merits and the City will be found liable and
finally whether plaintiffs will recover from City monetary damages in excess of $8,000,000. The City intends

106



City of Philadelphia
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2011 Exhibit Xill

to contest class certification, liability and damages vigorously. The City's lawyers reasonably believe that
the plaintiffs are not likely to succeed on their claims or for the amount of damages sought and that the City's
defenses have merit.

e Lower Darby Creek Area Superfund Site

In 2001, the U.S. Environmental Protection Agency (EPA) added the Lower Darby Creek Area (Site) to the
National Priority List, EPA’s list of the most serious uncontrolled or abandoned hazardous waste sites. The
Site include includes two former municipal landfills: the Folcroft Landfill and the Clearview Landfill In 2002,
EPA sent the City a letter alleging that the City is a Potentially Responsible Party (PRP) at the Clearview
Landfill site. Designation as a PRP means the City may be jointly and severally liable with other PRPs for
the site’s clean-up costs. EPA has concluded that the City owns the Recreational Property and streets adja-
cent to the Clearview Landfill and alleges that there is a reasonable basis to believe the there may be or has
been a release or threat of release of hazardous substances, pollutants or contaminants at or from the City’s
property. Additionally, EPA alleges that the City “arranged” for the disposal of hazardous substances at the
Clearview Landfill. The City received and responded to two separate requests from EPA for additional in-
formation. EPA completed the Remedial Investigation for the Clearview Landfill in May 2011 and anticipates
completing the Feasibility study in 2012. After completing the Feasibility Study, EPA will issue a Record of
Decision.

EPA is currently conducting a Time Critical Removal Action in the southern portion of the Clearview Landfill
site to address soils and wastes contaminated with high levels of several contaminants. EPA is excavating
the contaminated soils and will remove them from the site or place them under a temporary cap until the fi-
nal remedy for the landfill is complete. A portion of the area is located within the City of Philadelphia and in-
cludes property owned by the City. EPA estimates that the Time Critical Removal Action will cost over $2.3
million.

Because of the broad liability scheme under the federal Superfund law, Superfund litigation generally focus-
es not on avoiding a finding of liability, but rather on ensuring that the remediation is cost-effective and the
allocation of costs among all parties identified as bearing some degree of liability is fair and reasonable. In-
sufficient information is available to the City at this time to assess whether the potential loss or exposure to
the City in the event of an unfavorable outcome would exceed the reporting threshold.

e Appeals related to the State Tax Equalization Board assessment of real estate

In July 2011, the State Tax Equalization Board (STEB) published a Common Level Ratio (CLR) of 18.1% for
Philadelphia, significantly lower than the City's Established Predetermined Ratio (EPR) of 32% used to cal-
culate assessed values for real estate tax purposes. If the CLR varies from the EPR by more than 15% (i.e.,
if it is not between 27.2% and 36.8%), then in any assessment appeals, the Office of Property Assessments
(OPA) is directed by statute to calculate the assessed value using the CLR rather than the EPR as a percen-
tage of the property's market value. The City and the SDP filed an informal joint appeal/objections with the
STEB on October 3, 2011, and the City has been submitting additional data and arguments, under which
STEB should determine that the CLR was actually between 27.2% and 36.8%.

Also, for tax year 2012, about 2,000 taxpayers with property collectively valued at about $2 billion filed as-
sessment appeals with the OPA. Application of the 18.1% CLR to those properties, if their appeals were all
granted and the certified market values stayed the same, would cost the City about $36 million and the SDP
about an additional $46 million. The SDP has cross-appealed, seeking higher market values in many of
these cases. If sustained, the SDP's cross-appeals would have the effect of offsetting a substantial portion
of the City's revenue loss.

In January 2012, an attorney purporting to represent owners of 173 of the 2,000 properties on appeal before
the OPA filed a petition to intervene in the STEB proceedings, seeking to persuade STEB to maintain the
CLR at 18.1%. The City and SDP have filed a brief opposing the intervention on procedural grounds and
because of the intervention's potential to cause significant delay in STEB's decision, which in turn could re-
duce the amounts paid to the City and SDP in February and March 2012 up to the amounts set forth in the
preceding paragraph. The City does not know how quickly STEB is likely to rule, but expects that it will be
this month and that, on the merits, the City’s arguments are strong.

Any party may appeal an adverse ruling on the CLR to Commonwealth Court, and the City expects to pur-
sue or defend any appeal vigorously.
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e Building Conditions (FOP, Lodge No. 5 v. City of Philadelphia), AAA No. 14 390 1441 11

The Law Department is representing the City of Philadelphia in an arbitration brought by the Fraternal Order
of Police (FOP), the union representing City of Philadelphia police officers, contending that the City has vi-
olated the collective bargaining agreement by requiring police officers to work in "deplorable conditions" be-
cause of the conditions of the police station facilities.

The union claims that the City violated the collective bargaining agreement because the conditions of police
facilities are "deplorable." The arbitration will take several days and the first three days have been sche-
duled for February 21, 22, and 29. The FOP has the burden of proof and will present its case on the first
two days. The third day will consist of site visits for the arbitrator. After that, the City will present its case.
The City will contest this claim vigorously, and does not anticipate settlement.

It is difficult to assess the City's potential liability because the FOP is not asking for monetary damages but,
rather, that (1) inspections be conducted to identify health and safety risks, (2) repairs to redress those risks
be made, and (3) the City commit to a long-term plan to fix/build facilities. If the FOP is successful, which
the City believes is unlikely, the costs to Public Property (facilities and capital projects) would likely be well
over $100 million, although probably spread out over a number of years.

e McKenna et al v. City of Philadelphia

Plaintiffs, three former police officers alleged retaliation in violation of Title VII of the Civil Rights Act of 1964.
They secured a jury verdict in May, 2008 in the aggregate amount of $10 million, which was reduced to $1.5
million by the district court, based primarily on a statutory damages cap. Plaintiffs also seek substantial at-
torneys’ fees, as the prevailing parties. On August 18, 2011, the Third Circuit affirmed the reduction. The
time for appealing to the U.S. Supreme Court has not yet run and Plaintiffs have indicated that they are con-
sidering an appeal.

2) Guaranteed Debt

The City has guaranteed certain debt payments of two of its component units. As such, the City's General
Fund has a potential financial obligation toward the extinguishment of this debt, either by replacing the vari-
ous reserve funds, if used, or the actual payment of principal or interest. At June 30, principal balances out-
standing were as follows:

(Amounts In Thousands of USD)

Philadelphia Authority for Industrial Development 2,310
Philadelphia Parking Authority 15,365

Total: 17,675

3) Single Audit

The City receives significant financial assistance from numerous federal, state and local governmental
agencies in the form of grants and entitlements. The disbursement of funds received under these programs
generally requires compliance with terms and conditions as specified in the grant agreements, and is subject
to audit. Any disallowed claims resulting from such audits and relating to the City or its component units
could become a liability of the General Fund or other applicable funds. In the opinion of City officials the on-
ly significant contingent liabilities related to matters of compliance are the unresolved and questioned costs
in the City's Schedule of Financial Assistance to be issued for the fiscal year ended June 30, 2011, which
amounted to $610.0 million for all open program years as of December 12, 2011. Of this amount, $512.7
million represents unresolved cost due to the inability to obtain audit reports from sub-recipients for the year
ended June 30, 2011 due to timing differences in audit requirements, $85.2 million represents questioned
costs due to the inability to obtain sub recipient audit reports for the fiscal years June 30, 2010 and prior and
$12.1 million represents questioned costs related to specific compliance requirements which have yet to be
resolved.
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4) HUD Section 108 Loans

As of the end of the fiscal year, the Federal Department of Housing and Urban Development (HUD) had dis-
bursed $212.1 million in loans to the Philadelphia Industrial Development Corporation (PIDC). The funds,
which were used to establish a loan pool pursuant to a contract between the City and HUD, are being ac-
counted for and administered by PIDC on behalf of the City. Pool funds are loaned to businesses for eco-
nomic development purposes. Loan repayments and investment proceeds from un-loaned funds are used
to repay HUD. Collateral for repayment of the funds includes future Community Development Block Grant
entitiements due to the City from HUD. The total remaining principal to be repaid to HUD for all loans at the
end of the year was $117.6 million.

B. COMPONENT UNITS

1) Claims and Litigation

Special Education and Civil Rights Claims — There are two hundred ninety-five (295) various claims
against the SDP, by or on behalf of students, which aggregate to a total potential liability of $2.3 million.

Of those, two hundred eighty-seven (287) are administrative due process hearings and appeals to the state
appeals panel pending against the SDP. These appeals are based on alleged violations by the SDP to pro-
vide a free, appropriate public education to students under federal and state civil rights, special education or
the Rehabilitation Act and anti-discrimination laws. In the opinion of the General Counsel of the SDP, two
hundred twelve (212) unfavorable outcomes are deemed probable and thirty-nine (39) are considered rea-
sonably possible, in the aggregate of $1.1 million and $0.3 million respectively.

There are four (4) lawsuits pending against the SDP asserting claims in violation of §1983 of the Civil Rights
Act. In the opinion of the General Counsel of the SDP, unfavorable outcomes of three (3) are deemed rea-
sonably possible in the aggregate amounts of approximately $0.4 million.

There are four (4) suits in federal court by parents of special education students for reimbursement for attor-
neys’ fees and costs in administrative proceedings and appeals to court in which the parents were prevailing
parties. In the opinion of the General Counsel of the SDP, unfavorable outcomes are deemed probable and
reasonably possible in the aggregate amounts of approximately $0.14 million and $0.04 million respectively.

Other Matters - The SDP is a party to various claims, legal actions, arbitrations and complaints in the ordi-
nary course of business, which aggregate to a total potential liability of $19.7 million. In the opinion of the
General Counsel of the SDP, it is unlikely that final judgments or compromised settlements will approach the
total potential liability, however. Nevertheless, the SDP annually budgets an amount that management be-
lieves is adequate, based on past experience, to provide for these claims when they become fixed and de-
terminable in amount. More particularly, compromised settlements or unfavorable outcomes are deemed
probable or reasonably possible in the amounts of $2.2 million and $6.6 million, respectively, in connection
with disputed contracts and labor and employment matters. Likewise, compromised settlements or unfavor-
able verdicts are deemed probable or reasonably possible in the aggregate amounts of $2.0 million and $2.6
million, respectively, arising from personal injury and property damage claims and lawsuits.

Education Audits - In the early 1990s, the SDP received basic education subsidies from the Common-
wealth of Pennsylvania based primarily on student enroliment. In July of 1995, the Department of Education
notified the SDP that an audit conducted by the Auditor General for fiscal years ending in 1991, 1992 and
1993 indicated over-reporting of student enroliment in fiscal year 1991, the year established by the Com-
monwealth as the base year calculation for all subsidies through fiscal year 1999. Consequently, a claim for
reimbursement due was initially estimated at approximately $40 million through fiscal year 1999, and subse-
quently reduced by half, to approximately $20 million, as a result of additional reviews of SDP documenta-
tion. In May 1999, the SDP appealed the adverse determination to the Secretary of Education, as provided
by law. The Secretary was to appoint a hearing officer to consider the matter further. During the pendency of
the dispute over the adequacy of documentation to support 1991 student enroliment figures, an audit of re-
ported enrollment in school years 1994-95 through 1996-97 was also undertaken. The Department of Edu-
cation asserted a claim for an additional $20 million for the alleged over-reporting of enrollment during those
periods. The SDP has denied this additional claim and has produced supporting documentation to the Sec-
retary of Education. As part of an agreement with the SDP, the Commonwealth postponed all potential col-
lection actions in this category while both matters remain pending. Discussions with Commonwealth repre-
sentatives regarding relief from this potential liability are ongoing.
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The Commonwealth of Pennsylvania's Bureau of Audits conducted a performance audit of the SDP's pupil
membership and attendance reporting procedures for the 2009-2010 school year and issued a draft report
on October 26, 2011. The SDP's response to the draft report was filed on December 16, 2011 and as of
January 31, 2012 the Final Audit Report has not been published. Therefore, no assurances can be given as
to the final outcome of the audit. Because no final determination of forgiveness has been made, however,
there remains a possible loss in this category in the amount of $40 million.

Federal Audit - The SDP is the subject of an audit by the National Science Foundation ("NSF") Office of In-
spector General ("OIG") of two grant awards from the NSF covering the period from July 1, 1999 through
August 31, 2005. The NSF OIG auditors issued a final audit report in May 2008 questioning $3,346,652 in
costs incurred under the two awards. The NSF Cost Analysis and Audit Resolution branch requested addi-
tional information and documentation from the SDP to aid in its determination of whether to seek repayment
of any funds from the SDP based upon the auditor's final conclusions. On April 14, 2009, NSF issued its
decision eliminating $834,406 from the recommended disallowance, leaving $2,512,246 that NSF would
seek to recover. The SDP intends to pursue litigation against NSF challenging at least $1,754,950 of the
disallowance. In our opinion, the likelihood of an adverse finding in the amount of $757,296 is reasonably
possible, and the remaining liability is remote. NSF has not initiated any proceedings to recover funds from
the SDP.

The U.S. Department of Education Office of the Inspector General (OIG) conducted an audit of the SDP’s
controls over Federal expenditures for the period July 1, 2005 through June 30, 2006. A preliminary draft
audit report was issued by the OIG in May, 2009. In accordance with applicable audit standards, the SDP
responded to the draft audit findings in August, 2009, supporting the vast majority of the expenditures ques-
tioned. A final report was issued by the OIG on January 15, 2010. The final report questioned $138.8 mil-
lion of costs with $121.1 million considered inadequately supported with documentation and $17.7 million
considered unallowable costs. On March 30, 2011, the Pennsylvania Department of Education (PDE) re-
ceived a program determination letter (March PDL) from the U.S. Department of Education (USDE) seeking
a recovery of approximately $9.9 million based on finding 2 and portions of findings 4 and 5 of the OIG final
audit report on the SDP. PDE filed an application for review of the PDL on May 20, 2011. The Office of Ad-
ministrative Law Judges accepted jurisdiction of the case on August 10, 2011. On September 7, 2011 PDE
and the Department filed a joint motion to stay the proceedings to pursue settlement negotiations. On Sep-
tember 29, 2011, USDE issued a second PDL (September PDL) seeking a recovery of approximately $2.5
million based on finding 1.

With regard to the March PDL, on October 12, 2011, PDE and USDE met to review documentation related
to the application of the statute of limitations to the March PDL. USDE is currently reviewing this information
and was to inform PDE of the costs USDE agrees are barred by the statute of limitations in January 2012.
To date, the SDP has not received the amount from USDE. Then, the parties will meet to discuss equitable
offset to reduce, if not eliminate, any remaining liability. If the parties are unable to resolve the findings in
the PDL through settlement, the unresolved issues will go to a hearing before the administrative law judge.
PDE may appeal a decision by the administrative law judge to the Secretary of Education for final agency
decision. The final agency decision can then be appealed to federal court.

With regard to the September PDL, PDE is working with the SDP to put together documentation demonstrat-
ing the application of the statute of limitations. PDE and the SDP expect to have the documentation ready
for USDE by the end of February 2012. USDE will then review the documentation and indicate what costs
USDE agrees are barred by the statute of limitations.

Therefore, no assurance can be given as to the final resolution of the audit, the amounts, if any, which may
be required to be repaid by the SDP or whether such repayments could have a material adverse effect on
the financial condition of the SDP. In our opinion, with regard to the March PDL and the September PDL,
the likelihood of a recovery by the U.S. Government in the amount of $12.4 million is remote.

Litigation by Outside Counsel — There is one suit against the SDP that is being handled by outside legal
representation. This matter includes:

Sodexo Operations LLC v. SDP & Team Clean, Inc., U.S. District Court for the Eastern District of Pa., Civil
Action No. 10-3149, is a suit in federal court by a former contractor which provided custodial services in 22
comprehensive high schools. The SDP withheld payment to Sodexo for the last two months’ invoices in
May and June 2010, totaling $2,100,001, for the reason that Sodexo did not meet its minority participation
commitment in the contract of 83.6%. On June 29, 2010, Sodexo filed suit against the SDP, the School
Reform Commission and Team Clean, Inc., seeking, among other relief, money damages for the payments
which were withheld plus interest. The SDP filed a compulsory counterclaim for liquidated damages against
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Sodexo for its breach of the Anti-Discrimination Policy and minority participation requirement in the amount
of $1,266,021, which is 1% of the contract amount for each 1% of Sodexo’s shortfall in minority participation.
After offsetting this amount for liquidated damages from the payments due for May and June 2010, the re-
maining balance due from the SDP to Sodexo would be reduced to $843,980.

The SDP paid the amount of $843,980 to Sodexo on Nov. 30, 2011 and agreed to go to voluntary mediation
regarding the remaining disputed balance claimed by Sodexo. Sodexo and the SDP after mediation agreed
to settle the remaining balance for $983,000, which was paid on Dec. 21, 2011. The overall settlement re-
sulted in a saving to the SDP of $460,524.85. There is no possibility of further liability. The suit will be dis-
missed with prejudice.

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

Pursuant to resolutions of the School Reform Commission, the SDP implemented a new 403(b) Plan and a
457(b) Deferred Compensation Plan (collectively, the “Plans”) in fiscal years 2005 and 2006. The SDP ob-
tained advice from outside legal counsel on the creation of the Plans and on the appropriate tax treatment of
automatic and mandatory employer contributions of termination pay to the Plans for employees retiring dur-
ing or after the calendar year in which they attain age 55. Termination pay is the accrued and unpaid
amounts of vacation, personal and sick leave for a resigning or retiring employee. Prior to July 1, 2005, the
SDP would pay termination pay owed to a resigning or retiring employee in cash or, at the direction of the
employee, would deposit such termination pay into the retiring or resigning employee’s 403(b) account up to
the annual contribution limit for section 403(b) accounts. For employees retiring after June 1, 2005, the SDP
eliminated payment of termination pay in cash and replaced it with an automatic and mandatory employer
contribution of termination pay to the Plans up to the annual contribution limits for such Plans for employees
who retire during or after the calendar year in which they attain age 55. Based on the advice of legal coun-
sel, the SDP has treated its termination pay contributions to the 403(b) Plan as employer contributions to a
retirement plan, which are not included in employee wages and are not subject to FICA, Pennsylvania Per-
sonal Income Tax or Philadelphia Wage Tax. Since employer contributions to a 457(b) Plan are considered
wages for FICA purposes, the SDP has withheld those taxes from its termination payments made to the
457(b) Plan. Employer contributions to 457(b) Plan are not subject to Pennsylvania Personal Income Tax or
Philadelphia Wage Tax. For that reason, the SDP has not withheld those taxes from its termination pay con-
tributions to the 457(b) Plan. Outside legal counsel advised on the arrangement and has provided an opi-
nion as to its proper tax treatment. In June 2008, the SDP submitted an initial request for a Private Letter
Ruling (“PLR”) from the Internal Revenue Service (“IRS”) to further confirm the SDP’s determination. The
SDP sought this PLR without prejudice to the SDP’s position that no such ruling is necessary under these
circumstances. By letter dated October 31, 2011, the IRS informed the SDP that it could not rule on the
PLR request because the request requires an initial determination that the SDP’s form of 403(b) plan satis-
fies Section 403(b) of the IRS Code, and beginning in 2009 and continuing to date, the IRS has stated that it
will not issue a letter ruling with respect to whether the form of plan satisfies the requirements of Section
403(b) of the IRS Code. The SDP management believes that if it were finally determined that any liability for
state or Federal taxes (including interest and penalties) relating to these plans existed at June 30, 2011,
such liability would not be material to the SDP's financial position or results of operations for the fiscal year
ended June 30, 2011. In addition, the IRS informed the SDP that, since the District’s requested rulings are
under examination by the IRS and answers to the requested rulings are pertinent to the examination, the
IRS anticipates that the rulings will be answered through the examination process.

9. MATTERS RELATED TO GOING CONCERN — SCHOOL DISTRICT OF PHILADELPHIA (SDP)

The SDP’s financial statements have been presented on the basis of a going concern, which contemplates the
realization of assets and the satisfaction of liabilities in the normal course of business. For the Fiscal Years
ended June 30, 2010 and 2011, the SDP’s combined operating funds (General Fund, Intermediate Unit Fund,
and Debt Service Fund) experienced operating losses of $3.7 million and $25.7 million, respectively (without re-
gard to opening balances in these funds in each fiscal year). While the combined operating funds’ available fund
balance at June 30, 2011 was $30.8 million ($18.4 million of which has been set aside to pay Fiscal Year 2012
healthcare self-insurance claims), the SDP is facing significant budget shortfall for Fiscal Years 2012 and 2013
because of drastic reductions to federal and state revenues, mandatory cost increases, and non-recurring sav-
ings and expenditure deferrals expected to be used to close the Fiscal Year 2012 budget gap. The continued
losses and significant projected budget shortfalls for fiscal years 2012 and 2013, combined with the uncertainty
over the SDP’s ability to achieve cost savings and obtain additional funding to overcome these budget shortfalls,
raises concern about the ability of the SDP to continue as a going concern.

In the Spring of 2011, the SDP announced 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
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SDP through the State; (b) $71.0 million of Federal Education Jobs Funds provided to the SDP 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
Fiscal Year 2011 debt service expenses and the release of a reserve of $66.0 million. In addition, the SDP antic-
ipated mandated expenditure increases in Fiscal Year 2012 due to: (1) projected mandated charter school in-
creases of $39.0 million based on per pupil cost increases and anticipated enrollment increases; (2) a net in-
crease in expenses for “turnaround school” initiatives of $13.6 million; (3) higher pension payments of $17.0 mil-
lion due to a forthcoming contribution rate increase from 5.64% to 8.65%; and (4) other mandated increases of
$86.0 million due 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 Common-
wealth’s pension reimbursement and all other revenues to the SDP of $21.0 million. To address the $629.0 mil-
lion budget gap, the SDP identified various categories of expenditures to be considered for reduction (“Gap Clos-
ing Plan”).

On May 31, 2011, the School Reform Commission adopted its Fiscal Year 2012 Operating Budget. In light of the
initial projected budgetary shortfall for Fiscal Year 2012, the adopted budget included $412 million in manage-
ment initiated reductions to base expenditures and $53 million in additional local revenues. The adopted budget
also assumed $209.2 million of further reductions to implement the Gap Closing Plan.

Events, including the adoption of a budget by the Commonwealth of Pennsylvania, the provision of additional
moneys and additional taxing authority by the City of Philadelphia to the SDP, and the restoration of certain ser-
vices by the SDP occurred subsequent to the adoption of the Fiscal Year 2012 Operating Budget. Such events
affected the amount required to fully implement the Gap Closing Plan and the timing of planned reductions to ex-
penditures. Certain portions of the Gap Closing Plan which have been implemented, in the amount of $169 mil-
lion, represent non-recurring savings and expenditure deferrals. The implementation and refinement of the Gap
Closing Plan is ongoing.

As of February 3, 2012, the SDP’s estimated budget gap for fiscal year 2012 was $70.8 million. The SDP has
identified and publicly announced areas where $32.0 million of savings are in the process of being implemented.
The remaining $38.8 million budget gap needs to be addressed.

During the course of each fiscal year, the SDP monitors its cash flow on a monthly basis and compares it to the
cash flow assumptions in the adopted operating budget. In light of the Gap Closing Plan and its implementation,
the SDP has amended its cash flow projections to reflect the amounts of the Gap Closing Plan which have been
implemented or will be implemented for the remainder of Fiscal Year 2012. Such cash flow projections estimate
that sufficient cash will be available for the SDP to continue operations and meet its expenses in a timely manner
through the remainder of Fiscal Year 2012; in particular, to pay salaries and debt service when due.

The effect of the events which have occurred in Fiscal Year 2012 will also significantly impact the SDP’s adopted
budget for Fiscal Year 2013. As of January 19, 2012, the SDP estimated its projected fiscal year 2013 starting
operating funds budget gap to be $269 million caused by (1) the loss of $169 million of one-time, non-recurring
savings and expenditure deferrals which were part of the fiscal year 2012 Gap Closing Plan and (2) anticipated
increases (currently projected to be approximately $100 million) in core expenditure areas such as wages, bene-
fits, pensions, and debt service. The Fiscal Year 2013 starting budget gap could grow even significantly more if
the Fiscal Year 2012 projected gap is not closed and there are additional unanticipated costs and/or lost reve-
nues.

To address the challenges for Fiscal Year 2013, once the revenues available to the SDP are ascertained, the
School Reform Commission is prepared to take actions, to balance the Fiscal Year 2013 budget, including:

(1) Reducing facilities costs through implementation of the District’s Facilities Master Plan;

(2) Reducing administrative costs through reorganization of central office functions; while maintaining es-
sential service levels for schools; and

(3) Altering, amending or canceling contracts and other operational conditions to align costs to available
revenues.

Inasmuch as revenues for Fiscal Year 2013 are not presently ascertainable, the SDP has prepared a baseline
cash flow for the first quarter of Fiscal Year 2013, using updated Fiscal Year 2012 amounts, taking into account
the implementation of the Gap Closing Plan discussed herein, utilizing revenue assumptions based upon publicly
issued documents, using expenditure estimates based upon known or expected increases and the lack of the
non-recurring items which existed in Fiscal Year 2012 and assuming the issuance, as has been the SDP’s prac-
tice in 23 of the last 26 years, of tax and revenue anticipation notes (estimated at $450 million) to provide cash
flow to fund the timing differences between expenditures necessary to be paid and the receipt of revenues later
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in the fiscal year. The SDP believes that even without action by the School Reform Commission as described
herein, sufficient cash will be available for the SDP to continue operations.

As referred to elsewhere in the Notes to the Financial Statements, the SDP is a political subdivision of the Com-
monwealth carrying out a constitutionally mandated function for which the Commonwealth must provide funding.
In addition to annually recurring state funding, the SDP levies taxes pursuant to City Council authorization and di-
rect authorization of the General Assembly. In addition, Section 696 of the Pennsylvania Public School Code of
1949, as amended, (the “School Code”), requires the City to provide all tax payments to the SDP in each fiscal
year at least equal to the highest amount in the three preceding fiscal years and all non-tax payments made dur-
ing the prior year. Accordingly, the SDP has assurance of annual recurring revenue.

The School Reform Commission is prepared to exercise its statutory powers to maximize the revenues available
to the SDP.

The School Reform Commission is legally authorized to take the steps enumerated above and any other steps
required to continue the operation of the SDP, as the School Code grants to the School Reform Commission,
among others, the following powers in addition to the powers and duties vested in the Board of Education to:

(1) Suspend the requirements of the School Code and the regulations of the State Board of Education (ex-
cept the SDP shall remain subject to the provisions of the School Code pertaining to charter schools);

(2) 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;

(3) Enter into agreements with persons and for-profit or nonprofit organizations providing educational or
other services to or for the SDP;

(4) Notwithstanding any other provisions of the School Code, to close or reconstitute a school, including the
reassignment, suspension or dismissal of professional employees;

(5) Suspend professional employees without regard for specific provisions of the School Code relating,
among other things, to seniority;

(6) Appoint managers, administrators and for-profit or non-profit organizations to oversee the operations of
a school or group of schools;

(7) Reallocate resources, amend school procedures, develop achievement plans and implement testing or
other evaluation procedures for educational purposes;

(8) Supervise and direct principals, teachers and administrators;

(9) Negotiate any memoranda of understanding under a collective bargaining agreement in existence on
April 27, 1998;

(10) Negotiate new collective bargaining agreements;

11) Delegate to a person, including an employee of the SDP, or a for-profit or non-profit organization, pow-

ers 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

(12) Employ, contract with or assign persons and for-profit or non-profit organizations to review the financial
and educational programs of school buildings and make recommendations to the School Reform Com-
mission 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, among others, the power
to cancel or to renegotiate any contract other than teacher contracts to which the board or the SDP is a party, if
such cancellation or renegotiation of contracts will effect needed economies in the operation of public schools.

The ability of the SDP to continue as a going concern is dependent upon the success of implementing these cost
saving measures or additional revenues. If the SDP is unable to adequately reduce spending and/or obtain addi-
tional funding, it may be unable to pay certain obligations, other than payroll and debt service, timely. There can
be no assurance that the SDP will be successful in accomplishing its cost saving plans or in obtaining additional
revenues. The financial statements do not include any adjustments that might be necessary should the SDP be
unable to continue as a going concern.

10. SUBSEQUENT EVENTS

A. PRIMARY GOVERNMENT

1) In December 2011, the City issued $173.0 million of Tax and Revenue Anticipation Notes (TRAN) to
supplement the receipts of the General Fund of the City for the purpose of paying general expenses of
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2)

3)

5)

6)

7)

the City prior to the receipt of taxes and other revenues to be received in the current fiscal year. The
proceeds will be invested until needed and repaid by June 30, 2012.

In November 2011, the City issued Water and Wastewater Revenue Bonds Series 2011A in the amount
of $135.0 million, and Water and Wastewater Revenue Refunding Bonds in the amount of $49.9 million.
Serial bonds were issued in the amount of $49.9 million with interest rates ranging from 4.0% to 5.0%,
and have a maturity date of 2026. Term bonds were issued in the following amounts (1) $2.6 million
with an interest rate of 4.5% and mature in 2036; (2) $50.2 million with an interest rate of 5.0% and ma-
ture in 2036; (3) $82.2 million with an interest rate of 5.0% and mature in 2041. The proceeds of the
bonds together with other available funds of the water department will be used to fund capital improve-
ments to the City’s water and wastewater system, advance refunding of a portion of the 2001A and
2007A bonds, fund capitalized interest, the required deposit into the Debt Reserve account of the Sink-
ing Fund and pay various bond issuance costs.

In December 2011, the City issued Airport Revenue Bond Series 2011 in the amount of $233.8 million.
The Series 2011A bonds (AMT) were issued as serial bonds in the amount of $199.0 million with inter-
est rates ranging from 2% to 5% and mature in 2028. The Series 2011B bonds were issued as serial
bonds in the amount of $34.8 million, with interest rates ranging from 2% to 5% and mature in 2031.
The plan is to: (i) refund a portion of the International Terminal Bonds; (ii) refund all of the City’s out-
standing Airport Revenue Bonds, Series 2001B; and (iii) pay the issuance costs of the bonds. The
proceeds from the 2011A bonds will be used to refund to refund the entire principal amount of $149.3
million for the Airport Revenue Bond, Series 2001A. In addition, the 2011B bonds will be used to refund
a portion of the Airport Revenue Bond Series 1998B (currently outstanding aggregate principal amount
of $57.1 million).

Effective August 4, 2011 the city remarketed the General Obligation Multi-Modal Refunding Bonds, Se-
ries 2009B ($100.0 million), and entered into a letter of credit substitution with the Royal Bank of Cana-
da (RBC). The 2009B Bonds are also payable from the proceeds of funds drawn by the U.S. Bank Na-
tional Association, as fiscal agent, under an irrevocable, direct-pay letter of credit, issued by RBC. The
Letter of Credit (LOC) will permit the fiscal agent to draw up to $101.8 million for principal and unpaid in-
terest on the 2009B bonds and will expire on August 4, 2014, unless earlier cancelled, terminated or re-
newed. The LOC will constitute both a Credit Facility and Credit Provider and RBC a Liquidity Facility
and Liquidity Provider for the 2009B bonds.

Effective September 1, 2011 the city remarketed the Water and Wastewater Revenue Bonds, Variable
Rate Series 1997B ($70.1 million), and entered into an irrevocable, direct-pay letter of credit (LOC) with
TD Bank, N.A. The U.S. Bank National Association, as fiscal agent, will be entitled to draw up to an
amount equal to the principal of and 48 day’s accrued interest to pay the principal or redemption price of
and interest on the 1997B bonds when due. The LOC will expire on September 1, 2015 unless earlier
terminated or extended. Unless the LOC is extended or replaced, the 1997B bonds will be subject to
mandatory tender for purchase prior to the termination of the LOC. The LOC will constitute both a Cre-
dit Facility and Liquidity Facility, and TD Bank a Credit Provider and Liquidity Provider for the 1997B
bonds.

Effective December 23, 2011 the city delivered Letters of Credit (LOC) from TD Bank and the Royal
Bank of Canada (RBC) to the U.S. Bank National Association (fiscal agent) to provide credit enhance-
ment and liquidity support for the Airport Revenue Refunding Bonds, Series 2005C bonds. With the de-
livery of each LOC, the 2005C bonds will become subject to mandatory tender for purchase. Each LOC
constitutes both a Credit Facility and Liquidity Facility and the banks will be both Credit Provider's and
Liquidity Provider's under the agreement. TD Bank issued a LOC effective December 23 2011 with a
stated expiration date of December 23, 2016 unless extended or terminated, to pay the principal of, in-
terest on and purchase price of the 2005 C-1 bonds (currently outstanding principal of $81.3 million)
from the proceeds of an irrevocable direct pay letter of credit. In addition, the RBC issued a LOC effec-
tive December 23, 2011 with a stated expiration date of December 23, 2014 unless extended or termi-
nated, to pay the principal of, interest on and purchase price of the 2005 C-2 bonds (currently outstand-
ing principal of $81.3 million) from the proceeds of an irrevocable direct pay letter of credit.

Subsequent to June 30, 2011, PICA received settlement payments aggregating $7,481,000 in connec-
tion with a Complaint for Violations of the Federal Securities Laws filed by the Securities and Exchange
Commission against J.P. Morgan Securities LLC in connection with certain of PICA’s 1993 and 1996
bond issuances, and with a Consent Order for a Civil Money Penalty issued by the U.S. Comptroller of
the Currency against JPMorgan Chase Bank, N.A. for violation of law and/or unsafe banking practices
related to the sale of certain derivative financial products prior to 2006. The Board of Directors subse-
quently voted to transfer all proceeds to the City.
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8)

In September 2011, to reduce costs associated with the Deferred Option Retirement Plan (DROP), City
Council amended the options for retirement benefits. Options include, but are not limited to: changing
eligibility requirements and the interest credited to DROP accounts; adding a new option for retirees to
take a lump sum benefit at retirement, in exchange for an actuarial reduction of their regular monthly
pension; and making conforming amendments to other provisions; under certain terms and conditions.

B. COMPONENT UNITS

1)

2)

3)

4)

5)

OPEB Trust Fund - On July 29, 2010, the PUC approved a settlement with PGW, which provided for the
establishment of an irrevocable trust for the deposit of funds derived through a Rider from all customer
classes to fund OPEBs. The funding contained in the Rider is $16,000,000 annually. PGW is required
under the settlement to fund annually $15,000,000 of the UAAL in each of the fiscal years 2011 through
2015. Additionally, PGW must fund $3,503,000 a year representing a 30 year amortization of the Net
OPEB obligation of $105,500,000 at August 31, 2010. PGW established the Trust in July 2010 and be-
gan funding the Trust in accordance with the settlement agreement in September 2010.

Commercial Paper Program - Effective October 29, 2010, PGW requested that each of the three banks
reduce the stated amounts of their respective letters of credit for the commercial paper Series F-1, F-2,
and F-3 from $40,000,000 to $30,000,000. As a result of the reduction of each of the letters of credit,
PGW's commercial paper program was reduced from $120,000,000 to $90,000,000.

In September 2011, the underlying variable rate bonds were remarketed with new letters of credit. Dur-
ing the remarketing, PGW partially redeemed portions of the bonds, and re-allocated remaining principal
amongst the bond subseries. At the same time, City terminated an aggregate notional amount of
$29,480,000 of the swaps, keeping the remaining portion of the swap to hedge the remaining variable
rate bonds backed with letters of credit. The partial termination was competitively bid, with the swap
counterparty providing the lowest cost of termination/assignment. PGW paid a swap termination pay-
ment of $6,790,000 to partially terminate the swaps. The remaining notional amounts of each of the
swaps were slightly reamortized to match the reamortizations of the underlying bonds.

On September 14, 2011 the City issued Gas Works Revenue Bonds, Twentieth Series (1975 General
Ordinance) in the amount of $16.2 million for the purpose of refunding the entire Sixteenth Series Bonds
(1975 General Ordinance), and paying the costs of issuing the bonds. The Twentieth Series Bonds,
with fixed interest rates that range from 2.0% to 5.0%, have maturity dates through 2015. The costs of
issuance related to this transaction was approximately $0.2 million.

Also, on September 14, 2011, the City issued Gas Works Revenue Bonds, Tenth Series (1998 General
Ordinance) in the amount of $72.6 million for the purpose of refunding the entire First Series A, First Se-
ries C, Seconds Series, and Third Series Bonds (1998 General Ordinance), and paying the costs of is-
suing the bonds. The Tenth Series Bonds, with fixed interest rates that range from 3.0% to 5.0%, have
maturity dates through 2026. The cost of issuance related to this transaction was approximately $1.3
million.

In September 2011 PGW secured four separate letters of credit (LOC) relating to its Gas Works Reve-
nue Refunding Bonds, Eighth Series (1998 General Ordinance) in the amount of $225.5 million. Each
LOC will be issued and secured pursuant to the Amendment to Reimbursement Agreement dated as of
September 1, 2011, between PGW and the issuing bank.

Eighth Series B Bonds ($50,260,000)

While the Eight Series B Bonds are in the Weekly Mode, the principal of and up to fifty-two (52) days’ in-
terest on the Eighth Series B Bonds, and the Purchase Price of the Eight Series B Bonds that are ten-
dered for payment and not remarketed, will be paid by the Fiscal Agent using funds drawn under an ir-
revocable, direct pay letter of credit issued by Wells Fargo Bank, National Association pursuant to the
Reimbursement, Credit and Security Agreement dated as of August 20, 2009, as previously amended
as amended by a Second Amendment to Reimbursement Agreement dated as of September 1, 2011
between the City and the Eight Series B Credit Provider. The Eighth Series B Credit Facility is also
serving as the Liquidity Facility for the Eighth Series B Bonds and the Eighth Series B Credit Provider is
also the Liquidity Provider for the Eighth Series B Bonds. The Eighth Series B Credit Facility will expire
on August 30, 2013 unless extended at the option of the Eighth Series B Credit Provider. Under certain
circumstances, the Eighth Series B Credit Facility may be terminated or replaced by an Alternate Credit
Facility and/or Alternate Liquidity Facility. The Eighth Series B Credit Facility secures only the Eighth
Series B Bonds while in the Weekly Mode.

115



City of Philadelphia
Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2011 Exhibit Xill

6)

7)

Eighth Series C Bonds ($50,000,000)

While the Eight Series C Bonds are in the Weekly Mode, the principal of and up to fifty-two (52) days’
interest on the Eighth Series C Bonds, and the Purchase Price of the Eight Series C Bonds that are
tendered for payment and not remarketed, will be paid by the Fiscal Agent using funds drawn under an
irrevocable, direct pay letter of credit issued by the Bank of Nova Scotia, acting through its New York
Agency pursuant to the Reimbursement, Credit and Security Agreement dated as of August 20, 2009,
as previously amended as amended by a First Amendment to Reimbursement Agreement dated as of
September 1, 2011 between the City and the Eight Series C Credit Provider. The Eighth Series C Cre-
dit Facility is also serving as the Liquidity Facility for the Eighth Series C Bonds and the Eighth Series C
Credit Provider is also the Liquidity Provider for the Eighth Series C Bonds. The Eighth Series C Credit
Facility will expire on August 30, 2013 unless extended at the option of the Eighth Series C Credit Pro-
vider. Under certain circumstances, the Eighth Series C Credit Facility may be terminated or replaced
by an Alternate Credit Facility and/or Alternate Liquidity Facility. The Eighth Series C Credit Facility se-
cures only the Eighth Series C Bonds while in the Weekly Mode.

Eighth Series D Bonds ($75,000,000)

While the Eight Series D Bonds are in the Weekly Mode, the principal of and up to fifty-two (52) days’
interest on the Eighth Series D Bonds, and the Purchase Price of the Eight Series D Bonds that are
tendered for payment and not remarketed, will be paid by the Fiscal Agent using funds drawn under an
irrevocable, direct pay letter of credit issued by the Bank of America, N.A. pursuant to the Reimburse-
ment, Credit and Security Agreement dated as of August 20, 2009, as previously amended as amended
by a Second Amendment to Reimbursement Agreement dated as of September 1, 2011 between the
City and the Eight Series D Credit Provider. The Eighth Series D Credit Facility is also serving as the
Liquidity Facility for the Eighth Series D Bonds and the Eighth Series D Credit Provider is also the Li-
quidity Provider for the Eighth Series D Bonds. The Eighth Series D Credit Facility will expire on August
30, 2013 unless extended at the option of the Eighth Series D Credit Provider. Under certain circums-
tances, the Eighth Series D Credit Facility may be terminated or replaced by an Alternate Credit Facility
and/or Alternate Liquidity Facility. The Eighth Series D Credit Facility secures only the Eighth Series D
Bonds while in the Weekly Mode.

Eighth Series E Bonds ($50,260,000)

On and after September 1, 2011, the principal of and up to fifty-two (52) days’ interest on the Eighth Se-
ries E Bonds, and the Purchase Price of the Eight Series E Bonds that are tendered for payment and not
remarketed, will be paid by the Fiscal Agent using funds drawn under an irrevocable, direct pay letter of
credit issued by PNC Bank, National Association pursuant to the Reimbursement Agreement dated as of
September 1, 2011 between the City and the Eight Series E Credit Provider. The Eighth Series E Credit
Facility is also serving as the Liquidity Facility for the Eighth Series E Bonds and the Eighth Series E
Credit Provider is also the Liquidity Provider for the Eighth Series E Bonds. The Eighth Series E Credit
Facility will expire on August 30, 2013 unless extended at the option of the Eighth Series E Credit Pro-
vider. Under certain circumstances, the Eighth Series E Credit Facility may be terminated or replaced by
an Alternate Credit Facility and/or Alternate Liquidity Facility. The Eighth Series E Credit Facility secures
only the Eighth Series E Bonds while in the Weekly Mode.

Tax and Revenue Anticipation Notes

On July 6, 2011 the SDP issued its annual tax and revenue anticipation notes for cyclical cash flow pur-
poses in the aggregate principal amount of $450.0 million (the “FY2012 Notes”). The notes will be paid
off by June 29, 2012.

General Obligation Refunding Notes

On August 30, 2011 the SDP issued General Obligation Refunding Notes, Series A and B of 2011 in the
principal amount of $61.3 million. These notes refunded certain principal and interest payments due
during Fiscal Year 2012 under GOB Series 1999B, 2002B, 2005D, 2006A, 2008E, 2010A, and 2010C in
the amount of $61.1 million. On December 20, 2011 the SDP repaid the General Obligation Refunding
Notes, Series A and B of 2011 and issued General Obligation Refunding Bonds Series C of 2011 and D
of 2011 in the aggregate principal amount of $57.5 million.
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8)

9)

10)

General Obligation Bonds, Series of 2011

On December 20, 2011 the SDP issued General Obligation Bonds (GOB), Series A of 2011 and GOB
Series B in the aggregate principal amount of $161.6 million. Series A of 2011 was issued as Federally
Taxable Qualified School Construction Bonds in the aggregate amount of $144.6 million. The SDP will
receive a federal interest subsidy for the Series A Bonds of 2011. The Series B Bonds of 2011 were is-
sued as Tax-Exempt bonds in the aggregate principal amount of $17.0 million. Both series of bonds will
fund the Capital Improvement Program.

Loan agreement with Southeastern Pennsylvania Transportation Authority (SEPTA) To Provide Student
Transpasses for school year 2011-12

On October 26, 2011, the SRC authorized (A-15) the First Amendment agreement with SEPTA to pro-
vide student transpasses to the SDP as an interest bearing loan up to the sum of $36.5 million. Upon
approval by the Philadelphia Common Pleas Court, the SDP intends to issue a General Obligation Note
in the amount of $36.5 million to fund this loan constituting an unfunded debt.

Reduction In Force

In the Spring of 2011, the SDP identified a projected budget gap for the Fiscal Year 2012 reporting pe-
riod of over $629 million. One of the actions taken to address this gap and balance the budget was a
Reduction In Force (RIF) which was effective starting in July 1, 2011 and implemented in stages
throughout the remaining months of Fiscal Year 2012. On December 31, 2011, the number of em-
ployees on current laid-off status with effective dates July 1, 2011 through December 31, 2011 was 998.
This is point in time and will change as additional lay-offs occur and as employees who were laid-off are
brought back to fill approved positions. In addition, some of the Reduction In Force was accomplished
through the elimination of vacant positions, which is not reflected in the 998. The SDP continues to take
strides to bridge the budget shortfall with a variety of strategies, trimming both non-personnel and per-
sonnel expenses.
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City of Philadelphia Exhibit XIV
Required Supplementary Information
Budgetary Comparison Schedule
General Fund
For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD
Final Budget
Budgeted Amounts to Actual
Positive
Original Final Actual* (Negative)
Revenues
Tax Revenue 2,471,918 2,489,042 2,459,146 (29,896)
Locally Generated Non-Tax Revenue 268,276 266,086 280,027 13,941
Revenue from Other Governments 1,115,628 1,076,562 1,066,501 (10,061)
Revenue from Other Funds 53,321 64,224 54,620 (9,604)
Total Revenues 3,909,143 3,895,914 3,860,294 (35,620)
Expenditures and Encumbrances
Personal Services 1,369,164 1,382,663 1,360,362 22,301
Pension Contributions 479,978 492,657 485,208 7,449
Other Employee Benefits 484,909 485,531 481,850 3,681
Sub-Total Employee Compensation 2,334,051 2,360,851 2,327,420 33,431
Purchase of Services 1,153,831 1,176,378 1,127,817 48,561
Materials and Supplies 66,375 69,077 65,910 3,167
Equipment 13,723 15,876 12,371 3,505
Contributions, Indemnities and Taxes 135,765 131,988 111,070 20,918
Debt Service 121,395 114,000 110,414 3,586
Payments to Other Funds 27,956 30,291 30,292 (1)
Total Expenditures and Encumbrances 3,853,096 3,898,461 3,785,294 113,167
Operating Surplus (Deficit) for the Year 56,047 (2,547) 75,000 77,547
Fund Balance Available
for Appropriation, July 1, 2010 (37,894) (114,028) (114,028) -
Operations in Respect to Prior Fiscal Years
Commitments Cancelled - Net 24,500 24,500 39,119 14,619
Prior Period Adjustments - - 1 1
Adjusted Fund Balance, July 1, 2010 (13,394) (89,528) (74,908) 14,620
Fund Balance Available
for Appropriation, June 30, 2011 42,653 (92,075) 92 92,167

* Refer to the notes to required supplementary information.
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City of Philadelphia Exhibit XV
Required Supplementary Information
Budgetary Comparison Schedule
HealthChoices Behavioral Health Fund
For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD
Final Budget
Budgeted Amounts to Actual
Positive
Original Final Actual* (Negative)
Revenues
Locally Generated Non-Tax Revenue 7,500 3,500 1,237 (2,263)
Revenue from Other Governments 828,503 823,932 880,413 56,481
Total Revenues 836,003 827,432 881,650 54,218
Other Sources
Increase in Unreimbursed Committments - - 14,003 14,003
Increase in Financed Reserves - - (32,870) (32,870)
Total Revenues and Other Sources 836,003 827,432 862,783 35,351
Expenditures and Encumbrances
Purchase of Services 883,323 883,323 864,554 18,769
Equipment 100 100 - 100
Payments to Other Funds 1,580 1,580 809 771
Total Expenditures and Encumbrances 885,003 885,003 865,363 19,640
Operating Surplus (Deficit) for the Year (49,000) (57,571) (2,580) 54,991
Fund Balance Available
for Appropriation, July 1, 2010 - 42,474 42,474 -
Operations in Respect to Prior Fiscal Years
Commitments Cancelled - Net - - 6,358 6,358
Prior Period Adjustments - (42,474) - 42,474
Other Adjustments 49,000 25,000 - (25,000)
Adjusted Fund Balance, July 1, 2010 49,000 25,000 48,832 23,832
Fund Balance Available
for Appropriation, June 30, 2011 - (32,571) 46,252 78,823

* Refer to the notes to required supplementary information.
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Required Supplementary Information
Budgetary Comparison Schedule
Grants Revenue Fund
For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD
Final Budget
Budgeted Amounts to Actual
Positive
Original Final Actual* (Negative)
Revenues
Locally Generated Non-Tax Revenue 81,939 66,951 56,020 (10,931)
Revenue from Other Governments 1,109,678 766,751 522,141 (244,610)
Revenue from Other Funds - - 471 471
Total Revenues 1,191,617 833,702 578,632 (255,070)
Other Sources
Increase in Unreimbursed Committments - - 8,636 8,636
Decrease in Financed Reserves - - 23,243 23,243
Total Revenues and Other Sources 1,191,617 833,702 610,511 (223,191)
Expenditures and Encumbrances
Personal Services 118,366 126,680 87,176 39,504
Pension Contributions 12,502 15,113 11,540 3,573
Other Employee Benefits 20,771 21,196 14,356 6,840
Sub-Total Employee Compensation 151,639 162,989 113,072 49,917
Purchase of Services 666,025 697,593 469,725 227,868
Materials and Supplies 20,201 21,581 13,437 8,144
Equipment 14,100 15,706 5,375 10,331
Payments to Other Funds 39,652 49,702 46,719 2,983
Advances, Subsidies, Miscellaneous 300,000 196,181 - 196,181
Total Expenditures and Encumbrances 1,191,617 1,143,752 648,328 495,424
Operating Surplus (Deficit) for the Year - (310,050) (37,817) 272,233
Fund Balance Available
for Appropriation, July 1, 2010 - (39,010) (39,010) -
Operations in Respect to Prior Fiscal Years
Commitments Cancelled - Net - - 45,974 45,974
Revenue Adjustments - Net - - (3,417) (3,417)
Prior Period Adjustments - 39,010 - (39,010)
Adjusted Fund Balance, July 1, 2010 - - 3,547 3,547
Fund Balance Available
for Appropriation, June 30, 2011 - (310,050) (34,270) 275,780

* Refer to the notes to required supplementary information.
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Pension Plans and Other Post Employment Benefits - Schedule of Funding Progress

Exhibit XVII

Amounts in millions of USD

Actuarial
Valuation
Date

07/01/2005
07/01/2006
07/01/2007
07/01/2008
07/01/2009
07/01/2010

07/01/2007
07/01/2008
07/01/2009
07/01/2010

09/01/2004
09/01/2005
09/01/2006
09/01/2007
09/01/2008

Actuarial Actuarial Unfunded
Value of Accrued AAL Funded Covered
Assets Liability (AAL) (UAAL) Ratio Payroll
(@) (b) (b-a) (alb) (c)
City of Philadelphia Municipal Pension Plan
4,159.5 7,851.5 3,692.0 52.98% 1,270.7
4,168.5 8,083.7 3,915.2 51.57% 1,319.4
4,421.7 8,197.2 3,775.5 53.94% 1,351.8
4,623.6 8,402.2 3,778.6 55.03% 1,456.5
4,042.1 8,975.0 4,932.9 45.04% 1,463.3
4,380.9 9,317.0 4,936.1 47.02% 1,421.2
City of Philadelphia Other Post Employment Benefits
- 1,136.7 1,136.7 0.00% 1,351.8
- 1,156.0 1,156.0 0.00% 1,456.5
- 1,119.6 1,119.6 0.00% 1,461.7
- 1,169.5 1,169.5 0.00% 1,419.5
Philadelphia Gas Works Pension Plan
366.8 436.3 69.5 84.07% 102.5
383.5 450.8 67.3 85.07% 102.5
411.9 474.3 62.4 86.84% 106.0
416.2 482.4 66.2 86.28% 105.6
430.4 495.2 64.8 86.92% 107.9
355.5 519.8 164.3 68.39% 106.0

09/01/2009
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UAAL as a
Percent of

Covered

Payroll
(b-a)/c

290.55%
296.74%
279.29%
259.43%
337.11%
347.32%

84.09%
79.37%
76.60%
82.39%

67.80%
65.66%
58.87%
62.69%
60.01%
155.00%



City of Philadelphia Exhibit XVIII
Notes to Required Supplementary Information
For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD

BASIS OF BUDGETING

The budgetary comparison schedules presented differ from the GAAP basis statements in that
both expenditures and encumbrances are applied against the current budget, adjustments
affecting activity budgeted in prior years are accounted for through fund balance or as reduction
of expenditures and certain interfund transfers and reimbursements are budgeted as revenues
and expenditures. In accordance with the Philadelphia Home Rule Charter, the City has formally
established budgetary accounting control for its operating and capital improvement funds.

The major funds presented as Required Supplementary Information are subject to annual
operating budgets adopted by City Council. These budgets appropriate funds by major class of
expenditure within each department. Major classes are defined as: personal services; purchase
of services; materials and supplies & equipment; contributions, indemnities & taxes; debt service;
payments to other funds; and advances & other miscellaneous payments. The appropriation
amounts for each fund are supported by revenue estimates and take into account the elimination
of accumulated deficits and the re-appropriation of accumulated surpluses to the extent
necessary. All transfers between major classes must have council approval.

Appropriations that are not expended or encumbered at year end are lapsed. Comparisons of
budget to actual activity at the legal level of compliance are reported in the City's "Supplemental
Report of Revenues & Obligations", a separately published report.

During the year, classification adjustments and supplementary appropriations were necessary for
City funds. Therefore, budgeted appropriation amounts presented are as originally passed and as
amended by the City Council. As part of the amendment process, budget estimates of City
related revenues are adjusted and submitted to City Council for review. Changes in revenue
estimates do not need City Council approval, but are submitted in support of testimony with
regard to the appropriation adjustments. Revenue estimates are presented as originally passed
and as amended.

. BASIS OF BUDGETING TO GAAP BASIS RECONCILIATION

HealthChoices Grants
General Behavioral Revenue
Fund Health Fund Fund

Revenues

Budgetary Comparison Schedule 3,860,294 881,650 578,632
Transfers (335,085) - 471
Program Income - - 64,866
Adjustments applicable to Prior Years Activity - - (892)
Change in Amount Held by Fiscal Agent 330 - -
Change in BPT Adjustment (11,773) - -
Return of Loan - - -
Other 13,538 - (3,466)
Statement of Revenues, Expenditures & Changes in Fund Balance 3,527,304 881,650 639,611
Expenditures and Encumbrances

Budgetary Comparison Schedule 3,785,293 865,363 648,328
Transfers (144,435) - (39,392)
Bond Issuance Costs - - -
Expenditures applicable to Prior Years Budgets 23,965 (2,888) 39,046
Program Income - - 64,866
Other 13,537 - -
Change in Amount Held by Fiscal Agent 12,250 - -
Current Year Encumbrances (79,007) (17,473) (93,655)
Statement of Revenues, Expenditures & Changes in Fund Balance 3,611,603 845,002 619,193
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NON-MAJOR GOVERNMENTAL FUNDS

SPECIAL REVENUE FUNDS

Special Revenue Funds are used to account for and report the proceeds of specific revenue
sources that are restricted or committed to expenditure for specified purposes other than debt
service or capital projects.

COUNTY LIQUID FUELS TAX - Established to account for funds made available by Public Law No.
149.

SPECIAL GASOLINE TAX - Established to account for funds made available by Public Law No.
588.

HOTEL ROOM RENTAL TAX - Established to account for the tax levied to promote tourism.

COMMUNITY DEVELOPMENT - Established to account for revenues received from the
Department of Housing and Urban Development, restricted to accomplishing the objectives of
the CDBG Program, within specific target areas.

CAR RENTAL TAX - Established to account for the tax levied to retire new municipal stadium
debt.

HOUSING TRUST - Established to account for the funds to be used under Chapter 1600 of Title
21 of the Philadelphia Code to assist low income homeowners.

ACUTE CARE HOSPITAL ASSESSMENT - Established in FY 2009 to account for the assessment
of certain net operating revenues of certain acute care hospitals.

RIVERVIEW RESIDENTS - Established to maintain a commissary and provide other benefits for
the residents.

PHILADELPHIA PRISONS - Established to operate a workshop and to provide benefits for the
prison inmates.

ARBITRATION APPEALS - Established to account for certain court fees and provide funds for
the arbitration board.

DEPARTMENTAL - Established to account for various activities of the Free Library and Parks
and Recreation.

MUNICIPAL AUTHORITY ADMINISTRATIVE - Established to account for all financial transactions
of the Municipal Authority not accounted for in other funds.

PENNSYLVANIA INTERGOVERNMENTAL COOPERATION AUTHORITY ADMINISTRATIVE -
Established to account for PICA revenues from taxes and deficit financing transactions.
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NON-MAJOR GOVERNMENTAL FUNDS (Cont’d)

DEBT SERVICE FUNDS

Debt Service Funds are used to account for and report financial resources that are restricted,
committed, or assigned to expenditure for principal and interest.

CITY - Established to account for the debt service activities of the City not reflected in
proprietary funds operations.

MUNICIPAL AUTHORITY - Established to account for the debt service activities related to the
equipment and facilities financed through the Philadelphia Municipal Authority.

PENNSYLVANIA INTERGOVERNMENTAL COOPERATION AUTHORITY DEBT SERVICE -

Established to account for the debt service activities related to the deficit financing provided by
PICA.

CAPITAL IMPROVEMENT FUNDS

Capital Improvement Funds are used to account for and report financial resources that are
restricted, committed, or assigned to expenditure for capital outlays, including the acquisition or
construction of capital facilities and other capital assets .

CITY - Established to account for capital additions and improvements to the City's facilities and
infrastructure and financed through general obligation bond issues and grants from federal,
state and local agencies.

MUNICIPAL AUTHORITY - Established to account for the acquisition of vehicles and the
construction of major facilities for the city.

PERMANENT FUNDS

Permanent Funds are used to account for and report resources that are restricted to the extent
that only earnings, and not principal, may be used for purposes that support the government’s
programs.

LIBRARIES & PARKS - Established to account for trust of the Free Library and Parks and
Recreation.
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City of Philadelphia Schedule Il
Combining Statement of Fiduciary Net Assets
Pension Trust Funds
June 30 s 2011 Amounts in thousands of USD
Gas Works
Retirement Municipal
Reserve Pension
Fund Fund Total
Assets
Equity in Treasurer's Account 445,698 4,057,047 4,502,745
Securities Lending Collective Investment Pool 24,172 485,348 509,520
Allowance for Unrealized Loss - (1,895) (1,895)
Accounts Receivable - 4,430 4,430
Due from Brokers for Securities Sold 956 620,345 621,301
Interest and Dividends Receivable 1,551 14,434 15,985
Due from Other Governmental Units - 3,613 3,613
Total Assets 472,377 5,183,322 5,655,699

Liabilities
Vouchers Payable - 107 107
Accounts Payable 541 3,626 4,167
Salaries and Wages Payable - 189 189
Funds Held in Escrow - 11 11
Due on Return of Securities Loaned 24,172 485,348 509,520
Due to Brokers for Securities Purchased 1,608 660,238 661,846
Accrued Expenses 8,614 1,158 9,772
Deferred Revenue - 2,048 2,048
Other Liabilities - 381 381

Total Liabilities 34,935 1,153,106 1,188,041
Net Assets Held in Trust for Pension Benefits 437,442 4,030,216 4,467,658
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City of Philadelphia Schedule IV
Combining Statement of Changes in Fiduciary Net Assets
Pension Trust Funds
For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD
Gas Works
Retirement Municipal
Reserve Pension
Fund Fund Total
Additions
Contributions:
Employer's Contributions 22,936 470,155 493,091
Employees' Contributions - 52,706 52,706
Total Contributions 22,936 522,861 545,797
Investment Income:
Interest and Dividends 10,673 79,544 90,217
Net Gain in Fair Value of Investments 75,547 635,570 711,117
(Less) Investments Expenses (1,829) (15,266) (17,095)
Securities Lending Revenue 74 2,220 2,294
Securities Lending Unrealized Loss - (1,895) (1,895)
(Less) Securities Lending Expenses (30) (710) (740)
Net Investment Gain 84,435 699,463 783,898
Miscellaneous Operating Revenues - 1,377 1,377
Total Additions 107,371 1,223,701 1,331,072
Deductions
Personal Services - 3,675 3,675
Purchase of Services - 1,793 1,793
Materials and Supplies - 81 81
Employee Benefits 37,898 2,385 40,283
Pension Benefits - 681,909 681,909
Refunds of Members' Contributions - 5,125 5,125
Administrative Expenses Paid 355 355
Other Operating Expenses - 119 119
Total Deductions 38,253 695,087 733,340
Change in Net Assets 69,118 528,614 597,732
Net Assets - July 1, 2010 368,324 3,501,602 3,869,926
Net Assets - June 30, 2011 437,442 4,030,216 4,467,658
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City of Philadelphia Schedule V
Combining Statement of Fiduciary Net Assets
Agency Funds
June 30 , 2011 Amounts in thousands of USD
Employee
Health Departmental
Escrow & Welfare Custodial
Fund Fund Accounts Total
Assets
Cash on Deposit and on Hand - - 136,099 136,099
Equity in Treasurer's Account 30,744 14,921 - 45,665
Investments - - 11,910 11,910
Due from Other Funds - - 866 866
Total Assets 30,744 14,921 148,875 194,540

Liabilities
Vouchers Payable 2 604 - 606
Accounts Payable - 246 - 246
Payroll Taxes Payable - 3,234 - 3,234
Funds Held in Escrow 30,742 10,837 148,875 190,454

Total Liabilities 30,744 14,921 148,875 194,540

Net Assets
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City of Philadelphia Schedule VI
Statement of Changes in Fiduciary Net Assets
Agency Funds
For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD
Balance Balance
7-1-2010 Additions Deductions 6-30-2011
Escrow Fund
Assets
Equity in Treasurer's Account 34,032 376,291 379,579 30,744
Liabilities
Funds Held in Escrow 33,995 376,291 379,544 30,742
Vouchers Payable 37 5,055 5,090 2
Total Liabilities 34,032 381,346 384,634 30,744
Employee Health and Welfare Fund
Assets
Equity in Treasurer's Account 14,270 853,771 853,120 14,921
Liabilities
Vouchers Payable 1,190 8,518 9,104 604
Accounts Payable - 246 - 246
Payroll Taxes Payable 3,147 751,778 751,691 3,234
Funds Held in Escrow 9,933 90,114 89,210 10,837
Total Liabilities 14,270 850,656 850,005 14,921
Departmental Custodial Accounts
Assets
Cash on Deposit and on Hand 136,315 153,155 153,371 136,099
Investments 8,780 3,130 - 11,910
Due from Other Funds 767 99 - 866
Total Assets 145,862 156,384 153,371 148,875
Liabilities
Funds Held in Escrow 145,862 156,384 153,371 148,875
Totals - Agency Funds
Assets
Cash on Deposit and on Hand 136,315 153,155 153,371 136,099
Equity in Treasurer's Account 48,302 1,230,062 1,232,699 45,665
Investments 8,780 3,130 - 11,910
Due from Other Funds 767 99 - 866
Total Assets 194,164 1,386,446 1,386,070 194,540
Liabilities
Vouchers Payable 1,227 13,573 14,194 606
Accounts Payable - 246 - 246
Payroll Taxes Payable 3,147 751,778 751,691 3,234
Funds Held in Escrow 189,790 622,789 622,125 190,454
Total Liabilities 194,164 1,388,386 1,388,010 194,540
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City of Philadelphia Schedule VIII
Budgetary Comparison Schedule
Water Operating Fund

For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD
Final Budget
Budgeted Amounts to Actual
Positive
Original Final Actual (Neqative)
Revenues
Locally Generated Non-Tax Revenue 542,885 540,127 537,463 (2,664)
Revenue from Other Governments 3,300 3,300 2,869 (431)
Revenue from Other Funds 64,726 49,044 27,138 (21,906)
Total Revenues 610,911 592,471 567,470 (25,001)
Expenditures and Encumbrances
Personal Services 112,175 111,725 100,839 10,886
Pension Contributions 40,300 38,487 42,169 (3,682)
Other Employee Benefits 40,480 42,293 42,279 14
Sub-Total Employee Compensation 192,955 192,505 185,287 7,218
Purchase of Services 128,864 128,864 116,625 12,239
Materials and Supplies 47,415 47,898 39,731 8,167
Equipment 5,693 5,660 2,862 2,798
Contributions, Indemnities and Taxes 6,603 6,603 5,384 1,219
Debt Service 195,044 195,044 185,543 9,501
Payments to Other Funds 51,337 51,337 54,263 (2,926)
Total Expenditures and Encumbrances 627,911 627,911 589,695 38,216
Operating Surplus (Deficit) for the Year (17,000) (35,440) (22,225) 13,215

Fund Balance Available
for Appropriation, July 1, 2010 - - - -

Operations in Respect to Prior Fiscal Years
Commitments Cancelled - Net 17,000 17,000 22,225 5,225

Adjusted Fund Balance, July 1, 2010 17,000 17,000 22,225 5,225

Fund Balance Available
for Appropriation, June 30, 2011 - (18,440) - 18,440
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City of Philadelphia Schedule IX
Budgetary Comparison Schedule
Water Residual Fund
For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD
Final Budget
Budgeted Amounts to Actual
Positive
Original Final Actual (Neqative)
Revenues
Locally Generated Non-Tax Revenue 500 - 178 178
Revenue from Other Funds 22,927 21,234 18,752 (2,482)
Total Revenues 23,427 21,234 18,930 (2,304)
Expenditures and Encumbrances
Payments to Other Funds 22,927 22,927 4,906 18,021
Total Expenditures and Encumbrances 22,927 22,927 4,906 18,021
Operating Surplus (Deficit) for the Year 500 (1,693) 14,024 15,717
Fund Balance Available
for Appropriation, July 1, 2010 20,084 20,889 20,889 -
Fund Balance Available
for Appropriation, June 30, 2011 20,584 19,196 34,913 15,717

139



City of Philadelphia Schedule X
Budgetary Comparison Schedule
County Liquid Fuels Tax Fund
For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD
Final Budget
Budgeted Amounts to Actual
Positive
Original Final Actual (Neqative)
Revenues
Locally Generated Non-Tax Revenue 3 - - -
Revenue from Other Governments 4715 4950 4 845 (105)
Total Revenues 4718 4950 4 845 (105)
Expenditures and Encumbrances
Personal Services 3,734 3,734 3,734 -
Purchase of Services 861 856 856 -
Materials and Supplies 260 345 344 1
Equipment 80 - - -
Payments to Other Funds 15 15 15 -
Total Expenditures and Encumbrances 4,950 4,950 4,949 1
Operating Surplus (Deficit) for the Year (232) - (104) (104)
Fund Balance Available
for Appropriation, July 1, 2010 1,234 1,988 1,988 -
Operations in Respect to Prior Fiscal Years
Commitments Cancelled - Net 50 25 151 126
Adjusted Fund Balance, July 1, 2010 1,284 2,013 2,139 126
Fund Balance Available
for Appropriation, June 30, 2011 1,052 2,013 2,035 22
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City of Philadelphia Schedule XI
Budgetary Comparison Schedule
Special Gasoline Tax Fund
For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD
Final Budget
Budgeted Amounts to Actual
Positive
Original Final Actual (Neqative)
Revenues
Locally Generated Non-Tax Revenue 15 32 25 7)
Revenue from Other Governments 23,701 23,673 24,343 670
Total Revenues 23,716 23,705 24,368 663
Expenditures and Encumbrances
Personal Services 3,000 3,000 3,000 -
Pension Contributions 500 500 500 -
Other Employee Benefits 500 500 500 -
Sub-Total Employee Compensation 4,000 4,000 4,000 -
Purchase of Services 15,659 15,447 15,046 401
Materials and Supplies 3,601 4,301 3,942 359
Equipment 589 101 86 15
Payments to Other Funds 15 15 15 -
Total Expenditures and Encumbrances 23,864 23,864 23,089 775
Operating Surplus (Deficit) for the Year (148) (159) 1,279 1,438
Fund Balance Available
for Appropriation, July 1, 2010 12,479 14,083 14,083 -
Operations in Respect to Prior Fiscal Years
Commitments Cancelled - Net 120 150 213 63
Adjusted Fund Balance, July 1, 2010 12,599 14,233 14,296 63
Fund Balance Available
for Appropriation, June 30, 2011 12,451 14,074 15,575 1,501
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City of Philadelphia Schedule Xl
Budgetary Comparison Schedule
Hotel Room Rental Tax Fund
For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD
Final Budget
Budgeted Amounts to Actual
Positive
Original Final Actual (Neqative)
Revenues
Taxes 41,718 41,718 41,884 166
Locally Generated Non-Tax Revenue 2 2 3 1
Total Revenues 41,720 41,720 41,887 167
Expenditures and Encumbrances
Contributions, Indemnities and Taxes 41,720 41,720 41,859 (139)
Total Expenditures and Encumbrances 41,720 41,720 41,859 (139)
Operating Surplus (Deficit) for the Year - - 28 28
Fund Balance Available
for Appropriation, July 1, 2010 - 5,218 5,218 -
Operations in Respect to Prior Fiscal Years
Commitments Cancelled - Net - - 1,316 1,316
Adjusted Fund Balance, July 1, 2010 - 5,218 6,534 1,316
Fund Balance Available
for Appropriation, June 30, 2011 - 5,218 6,562 1,344
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City of Philadelphia Schedule Xl
Budgetary Comparison Schedule
Aviation Operating Fund

For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD
Final Budget

Budgeted Amounts to Actual

Positive

Original Final Actual (Neqative)
Revenues

Locally Generated Non-Tax Revenue 363,170 292,570 302,719 10,149
Revenue from Other Governments 5,000 2,602 1,435 (1,167)
Revenue from Other Funds 2,000 1,000 653 (347)
Total Revenues 370,170 296,172 304,807 8,635

Expenditures and Encumbrances

Personal Services 64,366 64,366 57,035 7,331
Pension Contributions 20,900 21,684 21,683 1
Other Employee Benefits 19,264 18,480 17,979 501
Sub-Total Employee Compensation 104,530 104,530 96,697 7,833
Purchase of Services 109,863 109,863 83,883 25,980
Materials and Supplies 8,550 8,820 8,357 463
Equipment 12,585 12,315 1,599 10,716
Contributions, Indemnities and Taxes 6,062 6,062 2,219 3,843
Debt Service 121,218 121,218 102,448 18,770
Payments to Other Funds 22,673 22,673 11,849 10,824
Total Expenditures and Encumbrances 385,481 385,481 307,052 78,429
Operating Surplus (Deficit) for the Year (15,311) (89,309) (2,245) 87,064
Fund Balance Available

for Appropriation, July 1, 2010 29,879 73,622 73,622 -

Operations in Respect to Prior Fiscal Years
Commitments Cancelled - Net 12,000 12,000 8,763 (3,237)
Adjusted Fund Balance, July 1, 2010 41,879 85,622 82,385 (3,237)

Fund Balance Available
for Appropriation, June 30, 2011 26,568 (3,687) 80,140 83,827
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City of Philadelphia Schedule XIV
Budgetary Comparison Schedule
Community Development Fund
For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD
Final Budget
Budgeted Amounts to Actual
Positive
Original Final Actual (Neqative)
Revenues
Locally Generated Non-Tax Revenue 150 150 10,436 10,286
Revenue from Other Governments 117,006 97,006 53,530 (43,476)
Total Revenues 117,156 97,156 63,966 (33,190)
Other Sources
Decrease in Financed Reserves - - 4,336 4,336
Total Revenues and Other Sources 117,156 97,156 68,302 (28,854)
Expenditures and Encumbrances
Personal Services 7,767 7,767 5,237 2,530
Pension Contributions 2,729 2,819 1,793 1,026
Other Employee Benefits 2,392 2,302 838 1,464
Sub-Total Employee Compensation 12,888 12,888 7,868 5,020
Purchase of Services 83,427 83,393 69,251 14,142
Materials and Supplies 319 339 173 166
Equipment 492 506 84 422
Payments to Other Funds 30 30 - 30
Advances, Subsidies, Miscellaneous 20,000 20,000 - 20,000
Total Expenditures and Encumbrances 117,156 117,156 77,376 39,780
Operating Surplus (Deficit) for the Year - (20,000) (9,074) 10,926
Fund Balance Available
for Appropriation, July 1, 2010 - (4,020) (4,020) -
Operations in Respect to Prior Fiscal Years
Commitments Cancelled - Net - - 9,049 9,049
Prior Period Adjustments - 4,020 - (4,020)
Adjusted Fund Balance, July 1, 2010 - - 5,029 5,029
Fund Balance Available
for Appropriation, June 30, 2011 - (20,000) (4,045) 15,955

144



City of Philadelphia Schedule XV
Budgetary Comparison Schedule
Car Rental Tax Fund
For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD
Final Budget
Budgeted Amounts to Actual
Positive
Original Final Actual (Neqative)
Revenues
Taxes 5,000 4,900 4,935 35
Locally Generated Non-Tax Revenue 25 5 8 3
Total Revenues 5,025 4,905 4,943 38
Expenditures and Encumbrances
Purchase of Services 5,000 5,000 3,986 1,014
Total Expenditures and Encumbrances 5,000 5,000 3,986 1,014
Operating Surplus (Deficit) for the Year 25 (95) 957 1,052
Fund Balance Available
for Appropriation, July 1, 2010 5,352 5,306 5,306 -
Fund Balance Available
for Appropriation, June 30, 2011 5,377 5,211 6,263 1,052
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City of Philadelphia Schedule XVI
Budgetary Comparison Schedule
Housing Trust Fund

For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD
Final Budget
Budgeted Amounts to Actual
Positive
Original Final Actual (Neqative)
Revenues

Locally Generated Non-Tax Revenue 9,300 7,530 7,259 (271)
Total Revenues 9,300 7,530 7,259 (271)

Expenditures and Encumbrances

Personal Services 600 600 413 187
Purchase of Services 11,400 11,400 6,713 4,687
Total Expenditures and Encumbrances 12,000 12,000 7,126 4 874
Operating Surplus (Deficit) for the Year (2,700) (4,470) 133 4,603

Fund Balance Available
for Appropriation, July 1, 2010 2,844 2,719 2,719 -

Operations in Respect to Prior Fiscal Years
Commitments Cancelled - Net 3,500 6,000 4247 (1,753)

Adjusted Fund Balance, July 1, 2010 6,344 8,719 6,966 (1,753)

Fund Balance Available
for Appropriation, June 30, 2011 3,644 4,249 7,099 2,850
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City of Philadelphia Schedule XVII
Budgetary Comparison Schedule
General Capital Improvement Funds
For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD
Final Budget
Budgeted Amounts to Actual
Positive
Original Final Actual (Neqative)
Revenues
Locally Generated Non-Tax Revenue 396,348 396,348 5 (396,343)
Revenue from Other Governments 227,500 227,500 36,400 (191,100)
Revenue from Other Funds - - 10,097 10,097
Total Revenues 623,848 623,848 46,502 (577,346)
Other Sources (Uses)
Increase in Unreimbursed Committments - - 28,168 28,168
Proceeds from Bond Sales - - 139,150 139,150
Total Revenues and Other Sources 623,848 623,848 213,820 (410,028)
Expenditures and Encumbrances
Capital Outlay 623,848 623,848 166,178 457,670
Operating Surplus (Deficit) for the Year - - 47,642 47,642
Fund Balance Available
for Appropriation, July 1, 2010 - - 75,164 75,164
Operations in Respect to Prior Fiscal Years
Commitments Cancelled - Net - - 5,174 5,174
Revenue Adjustments - Net - - 646 646
Adjusted Fund Balance, July 1, 2010 - - 80,984 80,984
Fund Balance Available
for Appropriation, June 30, 2011 - - 128,626 128,626
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City of Philadelphia Schedule XVIII
Budgetary Comparison Schedule
Acute Care Hospital Assessment Fund
For the Fiscal Year Ended June 30, 2011 Amounts in thousands of USD
Final Budget
Budgeted Amounts to Actual
Positive
Original Final Actual (Negative)
Revenues
Tax Revenue 142,000 143,000 142,127 (873)
Total Revenues 142,000 143,000 142,127 (873)
Other Sources
Increase in Unreimbursed Committments - - 173 173
Total Revenues and Other Sources 142,000 143,000 142,300 (700)
Expenditures and Encumbrances
Personal Services 4,796 4,796 2,894 1,902
Pension Contributions 100 145 145 -
Other Employee Benefits 134 89 89 -
Sub-Total Employee Compensation 5,030 5,030 3,128 1,902
Purchase of Services 134,634 137,134 134,469 2,665
Materials and Supplies 10 10 - 10
Equipment 5 5 - 5
Payments to Other Funds 6,900 6,900 6,900 -
Total Expenditures and Encumbrances 146,579 149,079 144,497 4,582
Operating Surplus (Deficit) for the Year (4,579) (6,079) (2,197) 3,882
Fund Balance Available
for Appropriation, July 1, 2010 10,764 10,794 10,794 -
Operations in Respect to Prior Fiscal Years
Commitments Cancelled - Net - - 173 173
Adjusted Fund Balance, July 1, 2010 10,764 10,794 10,967 173
Fund Balance Available
for Appropriation, June 30, 2011 6,185 4,715 8,770 4,055
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City of Philadelphia Schedule XIX
Schedule of Budgetary Actual and Estimated Revenues and Obligations
General Fund Amounts in thousands of USD
For the Fiscal Year Ended June 30, 2011 (with comparative actual amounts for the Fiscal Year Ended June 30, 2010)
Final Budget
Budgeted Amounts to Actual
FY 2011 Positive FY 2010 Increase
Original Einal Actual (Negative) Actual (Decrease)
Revenue
Taxes
Real Property Tax:
Current 457,534 451,238 454,747 3,509 364,313 90,434
Prior Years 40,000 37,500 27,978 (9,522) 37,874 (9,896)
Total Real Property Tax 497,534 488,738 482,725 (6,013) 402,187 80,538
Wage and Earnings Taxes:
Current 1,112,772 1,137,888 1,127,455 (10,433) 1,102,285 25,170
Prior Years 12,000 12,000 6,862 (5,138) 11,918 (5,056)
Total Wage and Earnings Taxes 1,124,772 1,149,888 1,134,317 (15,571) 1,114,203 20,114
Business Taxes:
Business Privilege Taxes:
Current 350,162 350,800 334,996 (15,804) 329,275 5,721
Prior Years 19,000 20,000 41,950 21,950 35,428 6,522
Total Business Privilege Tax 369,162 370,800 376,946 6,146 364,703 12,243
Net Profits Tax:
Current 8,667 14,603 5,740 (8,863) 12,058 (6,318)
Prior Years 4,000 2,500 3,086 586 2,448 638
Total Net Profits Tax 12,667 17,103 8,826 (8,277) 14,506 (5,680)
Total Business Taxes 381,829 387,903 385,772 (2,131) 379,209 6,563
Other Taxes:
Sales Tax 241,892 247,510 244,585 (2,925) 207,113 37,472
Amusement Tax 21,103 21,103 20,767 (336) 21,850 (1,083)
Real Property Transfer Tax 125,220 117,332 116,644 (688) 119,236 (2,592)
Parking Lot Tax 72,493 72,493 71,596 (897) 70,453 1,143
Smokeless Tobacco 4,000 1,000 286 (714) - 286
Miscellaneous Taxes 3,075 3,075 2,454 (621) 2,390 64
Total Other Taxes 467,783 462,513 456,332 (6,181) 421,042 35,290
Total Taxes 2,471,918 2,489,042 2,459,146 (29,896) 2,316,641 142,505
Locally Generated Non-Tax Revenue
Rentals from Leased City Properties 4,885 4,060 4,357 297 4,696 (339)
Licenses and Permits 42,487 45,727 46,295 568 43,346 2,949
Fines, Forfeits, Penalties, Confiscated
Money and Property 20,997 29,872 25,790 (4,082) 17,727 8,063
Interest Income 15,776 7,376 5,300 (2,076) 8,264 (2,964)
Service Charges and Fees 136,242 121,684 124,553 2,869 113,972 10,581
Other 47,889 57,367 73,732 16,365 41,354 32,378
Total Locally Generated Non-Tax Revenue 268,276 266,086 280,027 13,941 229,359 50,668
Revenue from Other Governments
United States Government:
Grants and Reimbursements 166,501 165,149 170,094 4,945 140,347 29,747
Commonwealth of Pennsylvania:
Grants and Other Payments 894,906 857,192 833,676 (23,516) 605,896 227,780
Other Governmental Units 54,221 54,221 62,731 8,510 330,138 (267,407)
Total Revenue from Other Governments 1,115,628 1,076,562 1,066,501 (10,061) 1,076,381 (9,880)
Revenue from Other Funds 53,321 64,224 54,620 (9,604) 31,945 22,675
Total Revenues 3,909,143 3,895,914 3,860,294 (35,620) 3,654,326 205,968
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City of Philadelphia Schedule XIX
Schedule of Budgetary Actual and Estimated Revenues and Obligations
General Fund Amounts in thousands of USD
For the Fiscal Year Ended June 30, 2011 (with comparative actual amounts for the Fiscal Year Ended June 30, 2010)
Final Budget
Budgeted Amounts to Actual
FY 2011 Positive FY 2010 Increase
Original Final Actual (Neqative) Actual (Decrease)
Obligations
General Government
City Council 15,049 15,049 13,772 1,277 13,464 308
Mayor's Office:
Mayor's Office 3,839 3,943 3,598 345 4,263 (665)
Scholarships 200 200 200 - 193 7
Mural Arts Program 1,000 1,000 961 39 973 (12)
Labor Relations 523 517 457 60 523 (66)
MDO Office of Technology 67,432 67,432 61,348 6,084 38,521 22,827
Office of Property Assessment - 6,109 5,730 379 - 5,730
Mayor's Office of Community Services - - - - 30 (30)
Transportation 500 500 419 81 482 (63)
Law 18,665 18,817 17,114 1,703 17,965 (851)
Board of Ethics 810 810 681 129 706 (25)
Youth Commission 100 100 78 22 85 )
Inspector General 1,380 1,380 1,171 209 1,146 25
City Planning Commission 2,551 2,551 2,248 303 2,904 (656)
Commission on Human Relations 2,067 2,067 1,942 125 1,983 (41)
Zoning Code Commisssion 500 500 465 35 468 3)
Arts & Culture 3,905 3,911 2,550 1,361 3,943 (1,393)
Board of Revision of Taxes 6,503 2,098 1,893 205 7,463 (5,570)
Total General Government 125,024 126,984 114,627 12,357 95,112 19,515
Operation of Service Departments
Housing 2,800 2,800 2,251 549 2,800 (549)
Managing Director 17,984 18,034 15,954 2,080 16,576 (622)
Police 538,403 553,637 551,450 2,187 541,606 9,844
Streets 113,190 132,800 131,004 1,796 134,903 (3,899)
Fire 188,762 198,042 198,042 - 190,051 7,991
Public Health 113,962 114,037 108,923 5,114 111,198 (2,275)
Office-Behavioral Health/Mental Retardation 14,272 14,272 14,272 - 14,239 33
Parks and Recreation 49,829 51,373 47,084 4,289 47,050 34
Fairmount Park Commission - - - - - -
Atwater Kent Museum 249 269 267 2 298 (31)
Camp William Penn - - - - - -
Public Property 164,879 171,157 171,142 15 164,793 6,349
Department of Human Services 576,365 577,070 543,584 33,486 562,731 (19,147)
Philadelphia Prisons 234,140 235,195 232,219 2,976 240,571 (8,352)
Office of Supportive Housing 38,474 38,474 36,368 2,106 38,387 (2,019)
Office of Fleet Management 51,437 53,015 52,173 842 47,331 4,842
Licenses and Inspections 23,069 23,351 18,381 4,970 23,069 (4,688)
Board of L & | Review 156 156 136 20 127 9
Board of Building Standards 72 72 61 11 61 -
Zoning Board of Adjustment 378 378 330 48 311 19
Records 4,009 4,009 3,982 27 5,195 (1,213)
Philadelphia Historical Commission 404 404 377 27 387 (20)
Art Museum 2,300 2,350 2,350 - 2,343 7
Philadelphia Free Library 32,968 33,012 32,549 463 32,752 (203)
Total Operations of Service Departments 2,168,102 2,223,907 2,162,899 61,008 2,176,779 (13,880)
Einancial Management
Office of Director of Finance 7,800 9,500 10,431 (931) 11,176 (745)
Department of Revenue 15,050 15,542 14,160 1,382 16,420 (2,260)
Sinking Fund Commission 211,036 203,640 197,918 5,722 185,464 12,454
Procurement 4,238 4,581 4,819 (238) 4,397 422
City Treasurer 905 905 761 144 648 113
Audit of City Operations 7,292 8,004 7,840 164 7,408 432
Total Financial Management 246,321 242,172 235,929 6,243 225,513 10,416
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City of Philadelphia Schedule XIX
Schedule of Budgetary Actual and Estimated Revenues and Obligations

General Fund Amounts in thousands of USD
For the Fiscal Year Ended June 30, 2011 (with comparative actual amounts for the Fiscal Year Ended June 30, 2010)
Final Budget
Budgeted Amounts to Actual
FY 2011 Positive FY 2010 Increase
Original Final Actual (Neqative) Actual (Decrease)

Obligations (Continued)
City-Wide Appropriations Under the Director of Finance

Fringe Benefits 966,020 982,800 968,957 13,843 831,698 137,259
PGW Rental Reimbursement 18,000 17,500 1,700 15,800 18,000 (16,300)
Community College of Philadelphia 26,468 26,468 25,409 1,059 26,468 (1,059)
Legal Services 35,941 36,616 36,616 - 35,941 675
Hero Award 25 37 35 2 43 (8)
Refunds 250 126 - 126 1 1)
Indemnities 42,000 1,716 - 1,716 1 1)
Office of Risk Management 3,239 3,175 4,079 (904) 2,891 1,188
Witness Fees 172 172 84 88 104 (20)
Contribution to School District 38,600 38,600 38,600 - 38,540 60
Total City-Wide Under Director of Finance 1,130,715 1,107,210 1,075,480 31,730 953,687 121,793

Promotion and Public Relations

City Representative 946 946 904 42 906 2)
Commerce 18,642 18,642 18,323 319 27,321 (8,998)
Total Promotion and Public Relations 19,588 19,588 19,227 361 28,227 (9,000)

Personnel
Civic Service Commission 170 170 168 2 154 14
Personnel Director 5,186 5,190 4,591 599 4,052 539
Total Personnel 5,356 5,360 4,759 601 4,206 553

Administration of Justice

Clerk of Quarter Sessions 4,549 - - - 4,510 (4,510)
Register of Wills 3,399 3,399 3,239 160 3,209 30
District Attorney 29,062 30,557 30,505 52 30,153 352
Sheriff 13,089 14,466 14,230 236 15,785 (1,555)
First Judicial District 97,755 113,955 115,412 (1,457) 105,746 9,666

Total Administration of Justice 147,854 162,377 163,386 (1,009) 159,403 3,983

City-Wide Appropriations Under the First Judicial District
Juror Fees 1,342 1,459 - 1,459 1,599 (1,599)

Conduct of Elections

City Commissioners 8,794 9,404 8,987 417 9,200 (213)
Total Obligations 3,853,096 3,898,461 3,785,294 113,167 3,653,726 131,568
Operating Surplus (Deficit) for the Year 56,047 (2,547) 75,000 77,547 600 74,400
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City of Philadelphia Schedule XX
Schedule of Budgetary Actual and Estimated Revenues and Obligations
Water Operating Fund Amounts in thousands of USD
For the Fiscal Year Ended June 30, 2011 (with comparative actual amounts for the Fiscal Year Ended June 30, 2010)
Final Budget
Budgeted Amounts to Actual
FY 2011 Positive FY 2010 Increase
Original Final Actual (Negative) Actual (Decrease)
Revenue
Locally Generated Non-Tax Revenue
Sales and Charges - Current 444,619 447,637 462,404 14,767 429,760 32,644
Sales and Charges - Prior Years 40,326 40,326 26,883 (13,443) 31,431 (4,548)
Fire Service Connections 1,009 1,743 1,846 103 1,593 253
Surcharges 5,169 5,297 5,481 184 4,576 905
Fines and Penalties 1,024 834 769 (65) 1,206 (437)
Miscellaneous Charges 1,026 1,113 1,101 (12) 1,645 (544)
Charges to Other Municipalities 34,200 34,000 32,020 (1,980) 37,357 (5,337)
Licenses and Permits 2,061 2,185 2,232 47 2,226 6
Interest Income 7,050 850 1,530 680 851 679
Fleet Management - Sale of Vehicles & Equipment 195 205 92 (113) 287 (195)
Contributions from Sinking Fund Reserve 2,927 2,740 - (2,740) 2,648 (2,648)
Reimbursement of Expenditures 218 198 88 (110) 59 29
Repair Loan Program 2,340 2,278 2,237 (41) 2,116 121
Other 721 721 780 59 623 157
Total Locally Generated Non-Tax Revenue 542,885 540,127 537,463 (2,664) 516,378 21,085
Revenue from Other Governments
State 500 500 27 (473) 726 (699)
Federal 2,800 2,800 2,842 42 1,905 937
Total Revenue from Other Governments 3,300 3,300 2,869 (431) 2,631 238
Revenue from Other Funds 64,726 49,044 27,138 (21,906) 27,734 (596)
Total Revenues 610,911 592,471 567,470 (25,001) 546,743 20,727
Obligations
Mayor's Office of Information Services 16,855 16,855 10,910 5,945 1,907 9,003
Public Property 2,500 2,500 2,500 - 3,614 (1,114)
Office of Fleet Management 8,510 8,510 8,255 255 7,211 1,044
Water Department 299,257 300,959 281,214 19,745 271,671 9,543
City-Wide Appropriation Under
the Director of Finance:
Pension Contributions
Other Employee Benefits 40,300 42,169 42,169 - 27,494 14,675
Contributions, Indemnities and Taxes 40,480 42,293 42,279 14 39,974 2,305
Department of Revenue 6,500 1,116 - 1,116 - -
Sinking Fund Commission 15,144 15,144 13,579 1,565 17,678 (4,099)
Procurement Department 195,045 195,045 185,543 9,502 196,717 (11,174)
Law 69 69 69 - 69 -
3,251 3,251 3,177 74 3,115 62
Total Obligations
627,911 627,911 589,695 38,216 569,450 20,245
Operating Surplus (Deficit) for the Year
(17,000) (35,440) (22,225) 13,215 (22,707) 482
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City of Philadelphia Schedule XXI
Schedule of Budgetary Actual and Estimated Revenues and Obligations

Aviation 0perating Fund Amounts in thousands of USD
For the Fiscal Year Ended June 30, 2011 (with comparative actual amounts for the Fiscal Year Ended June 30, 2010)

Final Budget
Budgeted Amounts to Actual
FY 2011 Positive FY 2010 Increase
Original Final Actual (Negative) Actual (Decrease)
Revenue
Locally Generated Non-Tax Revenue
Concessions 22,000 20,000 32,010 12,010 27,442 4,568
Space Rentals 133,000 102,500 104,585 2,085 103,250 1,335
Landing Fees 75,000 53,000 60,421 7,421 50,218 10,203
Parking 28,000 26,000 28,009 2,009 23,733 4,276
Car Rentals 20,000 18,000 17,862 (138) 16,743 1,119
Interest Earnings 2,000 1,000 352 (648) 326 26
Sale of Utilities 5,000 4,000 3,365 (635) 3,850 (485)
Passenger Facility Charge 33,000 33,000 32,353 (647) 33,133 (780)
Overseas Terminal Facility Charges - - 8 8 10 2
International Terminal Charge 28,000 20,000 17,700 (2,300) 19,755 (2,055)
Other 17,170 15,070 6,054 (9,016) 6,557 (503)
Total Locally Generated Non-Tax Revenue 363,170 292,570 302,719 10,149 285,017 17,702
Revenue from Other Governments
State - 102 102 - 194 (92)
Federal 5,000 2,500 1,333 (1,167) 2,896 (1,563)
Total Revenue from Other Governments 5,000 2,602 - 1,435 - (1,167) - 3,090 - (1,655)
Revenue from Other Funds 2,000 1,000 653 (347) 2,063 (1,410)
Total Revenue 370,170 296,172 304,807 8,635 290,170 14,637
Obligations
Mayor's Office of Information Services 6,295 6,295 5,987 308 393 5,594
Police 13,533 13,533 13,218 315 13,029 189
Fire 6,203 6,203 5,437 766 5,109 328
Public Property 26,900 26,900 18,400 8,500 13,900 4,500
Office of Fleet Management 8,108 8,108 3,532 4,576 5,287 (1,755)
City-Wide Appropriation Under
the Director of Finance:
Pension Contributions 20,900 21,684 21,683 1 14,946 6,737
Other Employee Benefits 19,264 18,480 17,979 501 17,993 (14)
Purchase of Services 4,146 4,146 2,469 1,677 2,732 (263)
Contributions, Indemnities and Taxes 2,512 827 - 827 - -
Sinking Fund Commission 121,218 121,218 102,448 18,770 95,343 7,105
Commerce 154,524 156,209 114,241 41,968 113,665 576
Law 1,878 1,878 1,658 220 1,560 98
Total Obligations 385,481 385,481 307,052 78,429 283,957 23,095
Operating Surplus (Deficit) for the Year (15,311) (89,309) (2,245) 87,064 6,213 (8,458)
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City of Philadelphia

PENNSYLVANIA

Statistical Section

Financial Trends
These tables contain trend information to help the reader understand how the City’s financial performance
and well-being have changed over time.

Table 1 Net Assets by COMPONENL.......ccueevieieiiiiieiic e 156
Table 2  Changes in Net ASSELS ....ccciieiiicieiiieiee e 157
Table 3 Fund Balances-Governmental FUNAS..........ccocvveiiiiiiiiinieeieiieee e 159
Table 4 Changes in Fund Balances-Governmental Funds...........cccccccoevcvvvenennnnn. 160
Table 5 Comparative Schedule of Operations-Municipal Pension Fund.............. 161

Revenue Capacity
These tables contain information to help the reader assess the City’s most significant local revenue source,
the wage and earnings tax. Property tax information is also presented.

Table 6 Wage and Earnings Tax Taxable INCOMEe ..........ccooviviiieiiieeiiiiiciiiieeeee, 162

Table 7 Direct and Overlapping TaX RAtesS .........ccceeveiiiiiieiiiiieeiiee e 163

Table 8 Principal Wage and Earnings Tax Remitters..........cccccvvevvieeeiiicciveennennn. 165

Table 9 Assessed Value and Estimated Value of Taxable Property .................... 166

Table 10 Principal Property TaX PAYEIS .......cc.ueiiiiiiiiiiiiiiiie e 167

Table 11 Real Property Taxes Levied and Collected ..., 168
Debt Capacity

These tables present information to help the reader assess the affordability of the City’s current levels of
outstanding debt and the City’s ability to issue additional debt.

Table 12 Ratios of Outstanding Debt by Type.......cccuuiiiiiiiiiiii e, 169
Table 13 Ratios of General Bonded Debt Outstanding ...........ccccccvveeeeeiiiiciiiieneennn, 170
Table 14 Direct and Overlapping Governmental Activities Debt ............ccccceevveeeen. 171
Table 15 Legal Debt Margin INnformation ...........cc.ccccviiieieei i 172
Table 16 Pledged Revenue COVEIAgE. ........uuuuieieeiiiiiiiieieeeeeeiesiirereeeeeeesssssnsnnneeeaes 173

Demographic & Economic Information
These tables offer demographic and economic indicators to help the reader understand the environment
within which the City’s financial activities take place.

Table 17 Demographic and ECONOMIC StatiStiCS .........eevveeeviiiiiiiiiiieeee e, 174
Table 18 Principal EMPIOYEIS .....covviiiiiicieeiiee et e e e e e 175

Operating Information
These tables contain service and infrastructure information data to help the reader understand how the
information in the City’s financial report relates to the services the city provides and the activities it performs.

Table 19 Full Time Employees by FUNCLION............cccuiiiieeie e 176
Table 20 Operating Indicators by FUNCHON............cccuviiieeeee e 177
Table 21 Capital Assets Statistics by FUNCLON............cocoiiiiiiiiiice 178

The City of Philadelphia implemented GASB Statement No. 34 in FY2002. Tables presenting government-wide information include
information beginning in that year.

155



(g'ezn) (2 267T) 0'6€2 v'z8L 0/90T v'2.0T €6T0T ¥'880°T v'19€T 8'905
(z'192°2) (9v912) (8'098'T) (6'00€'T) (z'€96) (0'2e2) (67852) (£°s19) (599v) (8TOV'T)
TOvE'T v6T'T 0'SYE'T 1'682'T 8'v2e'T ¥'€20'T 5’886 1'886 6'890'T 9'82¥'T

9'26. g2l 8L 2'86. ¥'50. 0'98. 1'68. 0'9T. 0'59. 0'08Y
0'0£9T v'8/ST 9'TEST 1°20ST v'9EY'T 2'€9eT 10627 €9eTT 0'80T'T 7' 760'T
€vee €162 8'69¢ 2992 €152 6'€.2 1’692 €716 (zz2n) (e'901)
9'055 £'68Y ZTIS Tvv9 1'5€9 6'TSS 02y 0’705 T'2v9 9'T00'T
1'5v8 8'1e8 9'0S. 816G 0'v¥S v'LES ¥'8¥S 0'T¥S 9'8lY 1'66T
(Gess'T) (T92.7T) (9262T) (L612) (7'69€) (8'062) (8'0L2) (6°27) ¥'65¢ (9'289)
(5g6v2) (6T2v2) (902172 (T°295°T) (g0zz'T) (6'0T0T) (9'820'T) (0°202) (8'eav) (5'g62'T)
568/ 1'50. 8'ees 0'T+9 1’689 STV G'9TS T'v8Y 89z \Wkay
(5'2¥) (€'69) (8'9) 7902 ¥'T9T 9'8¥¢ €Ire 0'G.T ¥'982 6°082
TT0C 0T10C 6002 800C 7002 9002 5002 v002 €002 2002

S18SSY 19N USWUIBA0D Arewllid [e101

palousalun
pajousay
1990 pare|ay Jo 19N ‘SIassy [ende Ul paisanul

JUusWuIBn0D Arewlld

S19SSY 19N SNy adA L -ssauisng [e101

paLnsalun
paLlsay
199 patejay JO 19N ‘s1assy [ended ul paisanu|

SaNIANOY odAl-ssauisng

S19SSY 19N SollIAIJY [eluswiulan0g) |elo |

pajousalun
pajusay
199Q pare|ay Jo 19N ‘SIassy [ende Ul paisanu|

SSNIANOY [e1UsWUIoA0D

(Bununoadoe jo siseq [eniode |nj)

asn 4o suoyyyws uy spunowsy

L alqeL

1102 ybnouayy zo0oz sieaA |eosid ayy 104
juauodwo) Aq s1essy 19N
elydjapeliyd jo Ao

156



2'509'C S'ezr'e 9'908'C S'.¥9'C £'625'C 8'L.¥'C £02ZE'C 0'0sz'C §'.02'C SO0ET'C SaNuanay weibold SaNIANDY [BIUSWUIBAOD [B10L
4 6'9Y 0'Se 00T 8'ST v'1e T6 9'6T LT 66T suoinNquIuoY pue sjuelo [eyded
§'€ee'T ¥'050'C T'8er'e 6'6EE'C 6702'C Tert'e 2'190'C 1'856'T 'L06'T Zves'T suonnguuod pue sjuels buessdo
6 - - - - - - - - - 1ga@ wua ) Buo uo 1sasa|
9'9ET 6'.CT 6'TET 9'0TT S'/0T T6.T 8'0€T ¢'8ET L'0ST 0°22T uoddns pue juswabeuep [eisusD
S0 €0 L0 20 L0 0 S0 T0 T0 €0 all4
91T 0C 6C Te - 8T T 0cC 8T T
ei14 6'EY gor 6y 1444 L0 L0 80 S0 S0
- - TT - - - - - - - uoneanp3
89 144" 9L 9 €L 'L 9L 6'9 8'8 8'8 S3JINIBS [e100S
:a1ej|9/\ [eJauaD) 0] syuswaroidw|
8T 60 €T 80 60 60 S0 ¥'0 €0 €0 SWN8sN|N pue saleiqi]
0's 60 90 ST S0 70 60 LT 6T 9T Syred
8C (To) 43 €0 20 0 80 0°€l VI SYT uoneasnay
‘[euolyealday pue [ein)nd
Tee 8'0C €71 z'se 414 €zce 00T 0cT 6'8T € juawdojaraq pooyloqubiaN pue BuisnoH
29T 29T 1ad’ €61 9CT oYt SET 91T 2ot 00T SBJIAIBS UiesH
L'vE 8'9¢ S'LE 9’2 yAVR4 0'se Tee 102 T0C 9'8T S9IINIBS [edIP3IN Aouabiawz
‘U3eaH JO UoNeAIasuoD
9'G1 '€ 8'1S 125 S'1S S'1S '8y 525 6'05 vzl sunod
S0 S0 ¥'0 €0 €0 70 70 S0 70 L0 suosld
S'€ €¢e 0's 584 LT [4A 44 'z 44 VT 82ljod
JUsWavJojug Me] pue Aredipng
90 S0 7’0 S0 90 90 S0 S0 90 0 usuel] sse
TS vy 8'¢C 6'€ S'€ 44 6T ST TT €T skemybiH 2 s1eans
:uonenodsues
- TO0 €0 - - - T0 69 20 TSt Juswdojanaq diwouods
1S99IAIBS J10) sabreyd
1S31IAIIOY [BIUBWIUIBA0D
SanusAey Wweiboid
¥'969'9 £'0€L'9 2'060'L 2’1189 0'Ser'9 £v0T'9 ¥7'6528's G'269'S 6°.SY'S L'vve's sasuadx3 JuswulanoD Arewid [e10L
1'858 L'2€8 0'098 5628 6L 909 S9TL 7089 9659 ¥'629 sasuadx3 sapIAROY adAL-ssauisng [ejoL
6T T0 o€ %4 L€ T2 L'y ST 44 8¢ juawdojanaq [erIaWIWoY pue [euisnpul
0'9ee T'oge [AT43 Teee 483 T'€0E 5'69¢ 0192 Svve 6°L6T uoneiny
2'0cs G§'20S 8'0€S £10S 9Ly ¥'SSy ey 69TV 6°CTy Lley JaM3S pue Jsrem
1S31IAIOY 8dA | -ssauisng
£'8€8's 9'/68'S L'0€2'9 L'186'S 8'0£9'S L'EYE'S 6'80T'S 1°210'S £86L'7 €619’y SasUBMXT SAIARIY [EJUBWILIBA0D [ej0L
€9€T 6V.T 9vTe 166 S6YT 6'9€T 78T €86 Z0ET 1'69T 1ge@ wiaL Buo uo 1sal81y]|
0195 €'€89 T+89 6°9€9 £°895 8'V.S 6'6TS 6'9.S 8'v2s 8'12s voddns pue juswabeuey [e18usD
6°G82 0992 9'8.2 8182 €682 T'9eT 9622 174 06T 0°€LT ali4
0'evT L2yt 8'LET 0'8ET VveET 8'8¢T 0921 012t 8T T'60T uonejyues
:Aadoid 01 8dIAI8S
Toe v'ee 8.2 €Ly €19 €65 0'6L €18 ey 508 suonijowaq pue suopdadsul
0v9 ¥'q9 2’9 SS9 0v9 6'65 919 9'8S TS 8’18 uoneanp3
¥'8TL 8'8TL €'95. Tv6L 5592 020 9°/69 2169 STY9 7085 S3JIAISS [e100S
:9Jej|9/\\ [eJoua9) 0] sjuswaroidw]
L'SL 0'6L 826 028 €06 9'89 1°08 S'29 0°€9 699 Swinasny pue saleiql
ovT 6°LE JAVAS 9'9e 9ze 6'82 zoe 9ze 292 444 Sired
1’86 0'LL €LL 2’98 V'eL €€L €89 ¥'81T S'60T S8 uoneaiosy
[euoneaiday pue [einnd
T9cT €TeT TerT X474 11T S6vT 0°€eT 0'6TT 2'set 8'veT juawdojanag pooyoqubiaN pue BuisnoH
9'vzS'T L9vy'T STOL'T 9'2.S'T 9TYr'T 6TIV'T 062'T 9YvLT'T S'96T'T S LVT'T S80IMIBS YleaH
€'€s 8Ly 6'9¢ 'LE 09€ 9'Ge ve 9'0€ 062 1'S¢ S90IMIBS [edIPaIN Aouabiaws
:U)[esH JO UoleAISSUOD
0'STE 0¢zie 1°8T€ 9'1¢€E Tv0€ T'/8¢ 6182 zLLe 8'€SC 8'692 sunod
¥'ove 8'EVE T'6€E ¥'1T€ €62 1892 2°0s2 T'Le2 v'€ee 0702 suosiid
T'8v0'T 5'066 9'G86 6'200'T ¥'126 0'9€8 T'L18 8'€6L [Asis7A 67,9 92lj0d
JUsWadIoug me pue Areipng
2'SL 128 506 £'88 T's8 S8 6'v8 €18 6'S8 'S8 Jsuel] ssey
€9€T ¥'62T T6TT L1171 9'9TT 09TT 0'6TT 6'60T 8'66 6°0TT skemyBiH 79 s19ans
:uolyelodsuel |
226 0'SPT 0'9TT ¥'9TT 9'26 8'68 5’68 v'22T 6221 €716 iswdojansq dlwouody
:S31IAIJOY [BIUBWIUIBA0D
Sosuadxg
TT0C [14 6002 8002 002 9002 5002 002 €002 2002
(Bununoage Jo siseq [eniooe [ny)
asin Jo suoyw uy spunowry 1102 ybnouayy zoog sieaA |easi4 ayy Jo4
sjassy 19N ul sabueyn
Z2?alqeL elydjapeliyd jo Ano

157



€L (T°001) (T°929) (L°262) (6°92) Z€S (z°06) (2°00€) (5°282) (€°89T) JUBWILIBA0D Areluld [ejoL
LTS 09 922 €79 T9. TEL L'y L9 9°€T (8°0) senAnoy adA|-ssauisng
922 (T°9¢v) (L8¥S) (0°29¢) (0°goT) (6°6T) (6°L€T) (r°L0€) (1°T08) (g°291) SBIAIY [IUBLILIBA0D
S19SSY 18N ul abueyd
A ¥'LT0'E T768C 0'9T0°€ €EV0'E 6788 1299 €197 T6IET 8'GGET JUBWILIBA0D Arewld [ejoL
(0'81) (9°02) 18T 8'EV 8'0v 68 TT 99 ¥'62 G'8¢ sanIAoY 9dAL-ssauisng [ejoL
6v2) (e'82) @v) 6'7) (G2 (G2 'v) - (Tv) 69 sigjsues]
69 LL 62 18y LSy 8'Ey 8'GT 99 gee v'Sy sbujures Jusunsanu| @ 1salaiu|
1Sa11IAOY 8dA-ssauisng
L'GG2'E 0'8E0°E 7'5/87C 22L6C G'200°€ 0'9¥8C £059'C LYSY'e 1'682C €LIET SONIAIOY [JUSLLUIBA0D [€10 L
6v¢ €82 22 67 67 0§ (22 - Tv Tv siajsuel L
- - - - - - - - (€'66) - sway| [erads
8'Ge g4 Ty €69 818 209 62€ 092 S/ zse sbujures Jusunsanu| @ 1salaiu|
8'€LT ' ILT 80T 0T 0T L'18 €8 Ty 19 T19 SUONNQLIUOD B SIUBID PaJOUISBIUN
8'Gv9 €8.5 0'GeY 0°LSY €09v LSy 7'90v TZre Lv62 1982 saxeL Jayio
¥9e 2's8¢ 9°L0¥ SYIy L'€Sy Z0EY 629 z61E 6'90€ 6L0€ sexe ssauisng
9'v0S'T S8ry'T §'GOY'T SeS'T 5'86Y'T 6ver'T 0°€LET 6'GVE'T 6'TOE'T TTLTT soxe sbuiures  abem
990§ 800 2607 €107 2'66€ €98¢ 8'18¢ v'yLE 129¢ LT8¢ sexe] Auadoid
:saxe|
(7'€9T°€) [CRATAD) (z0zr'e) (Le1e’e) (z'0L0°€) (2'1€87%2) (€25.72) (029.72) (9'9092) (Tv252) asuadx3 18N JUBWUIBA0D Arewlid [e10L
169 995 6€ 50¢C €GE [ €9¢ T0 (8's1) (e'6€) oy odAL-ssauisng
(Tgez'e) (T'yLy'E) (Tver'e) (zvee'e) (g'sot'e) (6°598'2) (9°882'2) (1°29L'2) (8:065'2) (8v81'2) AV [JUBLILIBA0D
anuanay/(asuadx3) 18N
0'E€ES'E 8'ZIE'E G'0.9€ G'L6Y'E 8¥GE'E 92/2€ T'€L0E G'0€6'C €758 9'02.C SeNUaABY JUBWUIBA0D Arewlid [el0L
826 €688 6'€98 0058 5628 8V6L 82SL 5089 8'EV9 T 065 sanuanay weibold sanAnoy adAL-ssauisng [ejoL
6'G0T 506 7'60T 9'9¢ v'Ze €52 102 0'TZ 8'LT 8'€ suonnqguiuod pue sjueso [eyded
8y T9 92C 'S 82 o4 0z 8y 68 01T suonnquIuod pue syuels buiressdo
S0 €0 S0 ST ST T TT T T z'e juswdolanaQ [e1dJawwWwo) pue [esnpu|
1852 0ore 1152 T€0E 2'60€ 0562 v'8.2 6152 50€2 102 uoneIny
5855 ¥'25G 1661 €°€05 9'€6Y 8'0LY 905 910 7'58¢ 605 James pue Jarem
1S92IAIS Joj sabreyd
1S911IAOY 8dA L -ssauisng
TT0C [9174 600C B800C 700¢ 900¢ S00¢ 00¢ €00C 2002
(Bununodoe Jo siseq [eniooe [Iny)
asn 4o suoyyu uf spunouty 1102 ybnouayy zoog sieaA |easi4 ayy Jo4
s)assy }1oN ul sabueyn
zalgeL

eiydjapeyiyd jo Ano

158



*painod0 10U pey syaAa Bulkispun sy asnesaq £00ZA4 Ul Buluuibag puny fessusb ay ul pauiajep ale siuswAed xe) parewnss asay) Jo uoniod v

Al xey s reak 1xau ay) 0) ajqealjdde JuswAed parewnss ue Buuinbal pa10s||00 si xe] 8bajiAld Ssauisng 8y} Yalym uo siseq ay o) abueyo e pajuawaldwi AND ay) ‘€00z ‘ST Iudy 8Anoay3 N

LT 129 6vEL Z76S €969 €Ty T/85 9295 zl2y €805

- - - - - (1°29) (€9) - (1°86) -
(eve) (0°6€) (298) (0€2) (z'92) (z'19) (eew) (6°€9) (e°g9) (€89)
(o) (o) (0'g) (ze) (67€) (59) (0'8) (979) (8'8) (22)

- - (¥'S) - - (8v2) - - T9TT -

- z0 z0 z0 z0 z0 z0 TO TO 10

- S/ 08 VL 0L S'9 'S 6€ ze zz

- Sy - S0P v'8Z - LVET 0Pt - 069
S0 - - - - - - - - -
9€ - - - - - - - - -
00 - - - - - - - - -

- z9e 929 A4 €€ 105 9°Ey 61 T€S L'vS

- L'l 08 T6 6 69 95 0s ve v'e

- 6L 95 LS 4] 67 S'9 LS T9 z8

- zstT 98T v.T 66T 96 - - - -

. a9 . . . . . . . )

- 6°.€ 529 L'19 195 09L g9/ 8Ll ST10T 012t
€9 - - - - - - - - -
10 - - - - - - - - -
€0 - - - - - - - - -
18 L'y v'9 €8 68 8L v TL 89 S'9
1192 z2sT T96T 0Tz 0°€0T - - 608 - 89
8z8 99/ 6. 608 €26 €8 188 €88 £€6 L'v6
88 80T oY - - - - - - -
S0T - - - - - - - - -
€8T 89T 89T 8zl S/ oY 8Z zz 60 L0
Sve - -
12 62 121 98T Sz 892 1€ 90¢g 182 g'ge
9'9 - - - - - - - - -
69€ [&v4 8'8¢ 182 12 19T 8'9 v'8 €9 L9
€719 TEL 9vL 8LL 6'66 T0ET 9€LT ¥'/8 T6ET Ty
102 0TLT 1881 8.1 6261 0'96T S'T9 69€ 8'0¢ Lz
9¢ - - - - - - - - -

(6'€2) (z’0gT) (9°s2) ¥'7EC 8'/8Y S'¥0€ €vST TV 0°€€g 59y
(Lsp) (8'152) (9vL2) (ev2) 1'2ST ZTIT (rr9g) (T°8¥T) (6°2) 0'6ET

- 6.8 - - - - - - - -

- - 8'20T 8'80T 9'GET ¥'ZeT STV 588 1€6 9'50T

- - - gze oSt oSt oSt oSt oSt oSy
z6T 80¢ 868 gzet VT - - - - -
€0 90 LT TO v'9 09 ey 18T 8'20T 6'98T
€z €z L'y 67 8y 00T - - - -

TT0C 0T0Z 6002 8002 7002 9002 5002 v002 €002 2002

SpUN4 [BIUBWILIBAOD JBYIO ||V [e10L

juawanoidwi ended
pun4 anuanay siuelo
uofealday 7 syed
Aa@ pooyloqybiaN 7 BuisnoH
yieaH [eioireyag Aunwiwo)
:paubisseun
YINd
pund ereqay vold
UiesH [eloineysg
:0] paubissy
uopealdsy  syied
suoslid
S9INISS [e100S
BuioueulH feyuswuianobiaiu|
sasodind 1snil
90IAI8S 19.d
juawdojana@ pooyloqybiaN % BuisnoH
juswdojanaQ dlwouod]
siuawanoidw rended
10} PaNIWIWOD
Buloueul4 wnipels
swnasniy % salelqr]
uofealdsy 7 syied
sasodind 1snil
siuawanoidw rended
90IAI8S 19.Q
S92IMIBS YiesaH
juawdolanag pooyloqybiaN % BuisnoH
skemybiH » s19ans
swbd pasueuld Ajreluswulanobiau]
Buioueuld [eluswuianobiaiu|
juawdojanaq dlwouod]y
walsAs auoyd Aousbiaw3g Aages olqnd
uonez|elasy pooyloqybiaN
YiesH [eloineysg
110} padLISay
(rediound) pun4 jusuew.lad
:9|qepuads-uoN

SpuN4 [eIUBWUIBAO0D JBYIO |V
‘pun4 [eJsuss [eloL

:paubisseun
:0] paubissy
pun4 [esauso
saouRIqWINOUT
10} paNIWIWOD
ueo wia] buod
108[01d JOPIIOD [BIDIBWIWOD % [eIN)ND
Buioueul4 wnipeis
109l01d Arelqi fenuad
110} pajoLIsay
:9|gepuads-uoN

pun4 [esaus9

(Bununooe Jo siseq [eniode palipow)

asn 4o suoyjw uy spunowy

€9lqel

110Z UBno.1Yy1 Z00Z SJedA [edstd ayy Jod
Spun4 |E}UBWUIBA0S)
saoue|eg pun4

eiydjapejiyd jo Ano

159



*paINooo Jou pey siuaAa BulAllapun ay) asnesaq TTOZAL Ul punj [e1auab ay) ul paliajep a1am sjuawAed xe) pajewnsa asay) Jo Uol|iW 9'6yTS “ANjiqel
Xe1 5,/eaA 1XaU 3U) 0} aiqealidde JuawiAed patewnsa ue BuLInba: pa1oaljo si X 3BIINIG SSSUISNE U} UIIM UO SIseq aul o} aBUeyd & pajuawaldul 10 8L ‘2007 ‘ST dy aAnoay3

%S€ %b'e %TE %E'E %9'€ %9'€ %0t %E'Y %Ly %S'S sainypuadx3 [elded-uoN jo
abejuadiad e se 92InILS 199d
0'v0¢C (7'sTT) (T°69T) [CREED) 1'66€ v've LvLT (6'06) (9vze) 0°00T saoueleg pund ul abueyd 1oN
- - - - - - - - (€'66) - yuawisnlpy xe | abejiald ssauisng
Sway [ersds
Vet .76 1°8T€ 9z 6TLE 06T L T9T €0.2 R4 8Ly (sesn) seaunos Buoureuld J8YIO [@I0L
(1°859) (2°629) (€0.9) (z09v) (T°a57) (1°82v) (0229 (6°2vv) (Tary) (G°€69) NQ siajsuel |
T°€8S 1855 Sv.S z'S9r T09v TEEY 7’185 62y 14344 S'€0L uj siapsuel L
(9°2171) (0'v0S) (692€) (Lete'n) - - - (T'ege) (r'59T) - aoueseajaq puog
182 (01) (T°€) - - - - 60T - 89 SjuaWaaIBY B2IAIBS P 9SS LI} SPARI0Id
0'S eve 1'9¢ TT€ 8'€T - - k74 - - wniwald aduenss| puog
9VIT o'Lee 6'17S€ - - - - - - - 19aQ Buipunjay Jo asuenss|
T'6ET 0202 6292 8'€0E'T T€SE 00T €LST L8V §'G9T - 198@ JO douenss|
S9S) S90JN0S buldueuld 19410
8'6 (1°202) (8°28%) (8'18¢) 8.2 ¥'6T 0€T (z'T9€) (9°622) (z'8Le)  saimypuadx3 (JSpUN) JBAQ SBNUBASY JO SSBIXT
08r.'S 9'89°G 8'9GT'9 9'666'G 1'255'S 1282'S T9Y0°'S 0T96'7 00687 098V sainypuadx3 [ejoL
- - - - - - - - - - 1saJolu| aseaT [elaed
- - - - - - - - - - [ediound asea jended
2 g€ S8 Tve 0'g - 6€ 6 - - 150D ddueNSsSs| puog
9'50T 196 £'S0T 0°00T 7'€0T 666 0°T0T 9'70T €2TT 09TT JETETT]
v'16 168 98 Tv6 S'T6 2’98 8'56 L'S0T 8'90T 00T [ediound
19JIAIBS 108
6VET 68T 6'92T 8'G0T €26 6.6 1°€0T 0921 229t 8L.2 Kepno rended
5895 0'ST9 8'€69 ¥'8T9 L'€95 S'L€S TLLY vzl 6°0SY 8'0zy yoddns pue juswabeue [eisus
1'85¢ 9.€2 6992 v'9L2 9292 8'G2¢ 8'L1¢ 0€0Z 0'88T €0LT a4
6EET 9'0ET 9VET 62€T §'62T 9'GeT 0zet 81T STTT 1607 uopenues
:Auadoid 0} 821nI8S
8ve €2 TEE €9y 0€9 8'65 z18 9'€8 99y 609 suomjowaq pue suopoadsu
09 7'G9 L9 5G9 0v9 665 519 9'85 TS 818 uoneanp3
8'T0L 1669 TEVL z8LL L'9SL 6'G69 1689 ¥'€89 T°9€9 9'8.5 SB0INIBS [BI00S
‘2lej|a/\\ [elsua9) 01 meEm>o‘_QE_
189 8'89 018 8 zes zoL 289 TT9 %9 529 SWwNasniy pue saleiqr]
8'S 692 8¢ 6'82 €92 7'eT L€z 8'€T zve §ze siled
628 ¥'85 1G9 €L 229 8'65 €89 LS9 0v6 ¥'79 uoealay
‘[euonealday pue [einnd
92T ZTET 7'8rT 6TYT 60T 6LYT 62eT 0'6TT £02T geeT juswdojereq
pooyloqybiaN pue BuisnoH
8YIS'T S9EY'T 0'G69'T 9295'T 8'9EY'T LL0V'T TTL2'T €0LT'T LZ6T'T 09rT'T S80IMBS YiedH
L°0S oSy z9€ 09 67€ 8've €ee L'62 7’82 L'se S9INIBS [e2Ipa AousBiawig
}leaH JO uolieAlasuod
6'76C 1'882 §01E TTIE €262 z'8Le 69.2 8292 gove 1692 sunod
6'GTE z'STe 6'92¢ 2862 8.2 9952 foma svee £vTe 86T suosid
6556 1288 6'€€6 6156 2098 0862 60LL 028L €Lz, 2'599 221j0d
juswiadioju3 meT pue Em. \pnc
1.9 259 L'€9 19 185 195 995 625 S5 695 usuel| ssew
v'.8 116 668 168 z68 8'8L L1 6'GL 8L 8TL skemybiH 3 s19a1S
:uoneyodsuel |
98 T'GET 00T €211 568 518 126 05T 7'0LT L'16 Juawdojanaq dlWouods
:BunesadQ uaund
SaImipuadxg
8/SL'S ST.V'S 0'699'S 8.19'S 5085'S STOE'S T650'S 86657 70997 8'LGEY SaNnuanay [eloL
8'Ge TE€E 96 6T TLT €GT 19T 58T €L 9€T sanuanay 1BaylIo
7'99€'2 v'€2e'T 6952 7'89%'C 9'9/€'C €T 0zve'e €226'T §'610'C 206L'T SIUBWILIBA0D) JIBYIO WOI) SNUSASY
9°0.€ 1'20€ €67E L'6YE L18€ [eg7e) 2592 0082 8'6€€ ¥'862 aNUBASY X L-UON Parelauds Aj[eso
0'566'C €218 2'50L'2 8'18LC 1'508'2 §'80L'C 2565 0'6LE'C 8'€5C'C 9652 anuansy xel
SanuaAay
TT0C 0T0C 600 800C 2002 900¢ 5002 00C €002 2002
(Bununodoe 4O SISeq [enJooe payipoLL)
g Jo suoyyi Uy spunouty 1102 ybnouyy ooz SieaA |eosiq ayy o4

sSpun4 |ejudawWuIdN0D
saoue|eg pun4 uy sabuey)
v alqeL elydjapejiyd jo Ano

160



SpUOg UOREBIIGO UOISU JO J[es U} WOl Ul 052 T$ Sapnioul

%85°20T %0.°99 %06°92T- %.6°62- %28°9TT %0E V. %E9" 79 %29°06 %LY'ST %TT'GS- SHjauag UoIsuad JO 9 Se sbulures uswisaAu|
%L0°9.T %GT'8TT %/.6°0G- %GS'GE %9€¢°.8T %9 VET %9€°12T %Te 2T %EY V9 %ET v- suononpaq JdA0 SUOHIPpY Jo 8belsnod
%26°9T %ZY6T %81°02 %0191 %6EET %0T VT %0V VT %GG°9T %0Z°2T %LETT s19sSY 18N Buiso|D
%95°ZEYT %G6°EPPT %0E"€8ET %6LL2ST  %TT L9VT %G0°08€ET %GZTZET %EOLTYT %2 TL6 %86°970T suonngLIU0D SIBQWIBIN 18N
:JO JU32I3d ® Se pled siyauag uoisusad
soney
200y 9'T0S'E 6'GLE'C over'y €668'1 991E'Y 8'T0T'V 2€L6'E 8'06.°E G'856'E Buiso|o
9'T0G'E 6'GLE'C ovey'y €668V 99TE'Y 8'T0T'V L6 8'06.'S §'856'€ TOovv'y Buiuado paisnlpy :s1essy 18N
1825 1'SeT (28v0'T) (esLp) 1285 8vTe 9'82T v'28T (9°297) (918Y) (asea108() aseasou| 18N
0'569 1269 €69 G/EL 0299 1029 0209 0'899 8€LY SZ9v suononpaq el
08 T8 v'8 9/ L9 L9 89 v'9 99 ZS S1S0D SARASILILPY
TS 8% 8v 44 8% 8v 9Y 1% 67 1L Slaqusa 0 spunjay
6189 1°089 1189 LSzl 8'559 9'809 9'065 G159 A1 Z0St sujauag uoisuad
suonaonpag
L'€22'T ¥'8T8 (6°€5€) 2292 L6vZ'T 67E8 90 ¥'058 2'90¢€ (T61T) SUOHIPPY [e10L
e L0 0T TT 1¢ 1¢ ¥'0 T vz L0 anuanay Bunresado snosue@asIN
5'669 9'eSh (e'798) ('212) 1992 z'esy 1'18¢ 8'G6S STL (T°8¥2) (ss07) BWO2U] JUBWISBAU] 18N
GT 6T LS VL TT L0 60 80 0T 2 anusAay Buipus sanuNJss 18N
S'8T9 z'18¢e (9'576) (0zze) L'%89 ¥'98¢ 2'90¢ 9'925 (6€) (9'65€) SIUBIISBAU| JO BN[eA Jie4 Ul (8uj08Q) ures 18N
S6. 50.L 9'S/. 1.6 €08 159 9YL ¥'89 sl €607 SpUspINI] 79 1S8I81U
8'22S T¥9¢ 7’605 981 G118V 9:08¢ g'8ve £€se €zee €822 SuonNquIUOD [e10L
T0LY gZIE ¥'GSY 6921 X434 LTEE 2662 8202 8'6.T Z8LT SuonnquIuGc) SJ8A0[dWT [e10 L
A TST v'aT ST TET ¥'0T 98 Z9 ZS oY sa1pUaby [eluawuIBan0D-Isend
8'SSY v'.162 0'oby ety 184 £12e 9'062 9'96T 9vLT VLT . elydippelyd jo Ao
s Jakojdwg
LTS 91§ oS LTS Z6v 6'8Y c6v G0S gZS 105 suonnguiuod safkojdwg
:suonnqguUuo)d
‘suomppy
TT0C 0102 6002 800¢ 7002 900¢ G002 v00¢ €002 2002
G510 SuoyyIs Uy SjunoUly 1102 UbnoJay} 200z SJedA |eastd 8y} Jo4
pun4 uoisuad |edidiunpy
suoijesadQ Jo ajnpayog aAnesedwo)
gajqe] eydiapejiyd 0 Auo

161



“reak repusyea Jeyr Bunnp paAjoAul setel oM aui Jo abesane Ue s| srel 19a11p 8yl ST AInr pue IST Arenuer uo pabueyd siel ays ‘6002 PUB 800Z Ul ,

“reak repusiea ay) Bulnp paAjoAul satel oMl 8y} Jo sbeiane U S| alel 10a11p 8y sieak asoy) Jo4 IST An uo pabueyo ares sy £00z Ubnoiy 000z SieeAh sy Jod |

"xe1 siy1 Aed osfe 1snw eiydjape|iyd ur saa1AIas wiopad oym sjuapisal-uopN "sadlnlas wiopad Aayl a1aym Jo ssajprelal xel siyr amo swuapisal eiydiape|iyd [Iv
19Aojdwa ue 01 $82INIBS sIapual 10 Aq pakojdwa si oym aaAkojdwa ue 0] pred uoiresuadwiod JBYI0 pue SUOISSIWWOD pue safem ‘saliefes uo xe) e s| xe| sbuiureg pue abepn ayL

:910N

%0T¥V.L '€ 1°298'8¢ %0T66¥°€ %86°CY 0'10L'9T %088¢6'€  %c0°LS 1°85T'¢C 0T0c¢
%SS997.°€ ¥'166'LE %5866Y7°€ %cC9°¢cYy 0'G6T'9T %086¢6'€  %8E€°LS ¥'208'1¢ 600¢
%EC668°E T°€61'8€ %0.LTE9'E %18°¢Y v'6.v'9T %05660'7  %6T°LS L'€T0°2C 800¢
%SEVYOY 9'GeL'og %0.9G2°€ %89°¢y 2'0L9'GT %0009C¢'  %cCE'LS €'TS0'TC L00¢
%¥8LL0'Y €'606't€ %09T.L°€ %ST ¢y EGTLYT %00T0EY  %S8°LS 0'v61°0¢ 900¢
%669TT v 8'286'C¢E %0.618°€ %9811 0'G508°cT %00TEEY  %P1'8S 8'L.T'6T S00¢
%T.L6TCY G'€09'TE %0T088°€ %69°TY 0'GLT'ET %0929’ %TE'8S G'8¢v'8T ¥00¢
%Yo0vCYv L'80L°0¢ %01968°€ %Y1 1Y 0'Ge9°2T %O0ET8Y'Y  %98'8G L'€.0°8T €00¢
%8908¢'t 0'G85'6¢ %0S626°€ %9 0 ¥'696'TT %0E6TS Y  %VS6S 9'GT9'LT ¢00¢
%E880E'Y L'86¥'6C %0.956°€ %SG.°0v ¥'020'CT %00TSSY  %SG2'6S €8LY'LT T00¢Z

aley awoou| ¢t orey [ej0] Jo awoau| v orey [ej0] Jo awoou| IEYN

109110 a|gexe| 109110 % a|gqexe| 109110 % a|gexe |

[ejoL [ejoL

sjuapisay AlD-UoN

siuapisay A1D

asn 40 suoyjiw uj sjunowy

99jqel

0102 UBNoJyL LOOZ SIE3A Jepuale) ayj Jo4

awoou| ajqexe] xe)| sBuiuie] pue abepp

elydjapejiyd Jo Auo

162



3}

3}

o a

'SISNJ) pue SaJeISa Jo suonerdosse ‘sdiysiauied ‘sfenpiaipul Aq pa3onpuod AliAnoe Jayio 4o asudiaua ‘uoissajoud ‘ssauisng ‘apel) e Jo uoiesado ayl woy siyoid 19U Y} UO PAIAJ| S| Xe L SH0Id 1N

%G861°€ %/.661°€ %cC6ES'E %/9S.°€ %9TLL'E %/.618°€ %T1088°€ %T1088°€ %.216°€ %<C976°€ sjuapisay AuD-uoN
%08¢6°€ %9626°€ %0086°¢ %009¢'v %0TOE' v %0TEE'Y %SCov'v %SCov'v %0005 %S8ESV sjuapisay A1D e
:Xe| sijold 18N o
uinay 149 e ajy isnw eydiape|iyd o AiD ayr uiyim youd 1oy AlAoe 1aylo Jo uoissajoud ‘ssauisng e ul pabebus uonelodiod pue uonerdosse ‘diysisuned ‘fenpiaipul A1ong
%00S7'9 - %0059 2 %00S7'9 - 9%000S'9 5 %00059 - %000S™9 2 %00059'9 5 %000S5'9 5 %000S'9 %00059 (swodu] 19N U0 %)
%STYT'0 - %STIVT'0 20 %STYT'0 - %0PST'O 5> %S99T'0 > %006T 0 2 %00TC'0 - %00€C'0 - %0020 %00%2°0 (sidi9oay ss049 UO %)

saxe] aba|IAlld ssauisng

"Xe} siy} 0} 193[gns osfe are sases| wia) Buo| urenad
aJe)sa [eal sumo Jeys diysiauiied 1o uoleiodiod e Ul 1SaIajul Ue Jo 1ajsuel) Jo ajes ayj 03 salidde osfe xe) sy “elyd|apeiyd Ul payedo] a1eisa [eal Jo I9jsuel} 10 d[es Sy} UO PaIAS| S| Xe ] Jajsuel] Aeay

%0t %0t %07 %07 %07 %0 %0 %0 %0 %0 Xxe] 1gjsues] Auadold [eay [ejoL
%0'T %0'T %0°'T %0°'T %0°'T %0°'T %0°'T %0°'T %0°'T %0'T elueAlAsuuad Jo yijesmuowwod
%0°€ %0°€ %0°€ %0°€ %0°€ %0°€ %0°€ %0°€ %0°€ %0°E Ao
xe] Jajsuel] Auadoid [eay
"JUNOJSIP %T © 9A19231 NOA ‘Areniga4 Jo Aep 1se| ay) a104ad 1o uo |jiq JnoA Aed noKk j
|salajul 1o Ayeuad Inoynm ISTE Yorely ajgeled pue anp alre pue Jagquiadaq Ul N0 Juas ale sjjiq xe ] ajels3 [eay “AlID ay ul a1esa [eal |je uo xe} e asodwll J9LSIQ [00YdS 8y} pue Al ayL
(oney uawssassy X arey Auadold [eay)
%8¢Zvr'¢ %¢CSEC %G8€'¢C %STv'C %9Tv'C %vSar'C 214 %T8Y'¢C %687°¢ %90G°¢ 91ey Xe] aAnosjg
WEL'IT %9Y'8Z %98'8Z %L 6T %YT6C %69'62 %0L'6Z %20°0€ %ZT 0E %EE 0L onfeY 1UBWSSASSY
%¢80'6 %¥9¢Z'8 %928 %928 %928 %928 %¥9¢Z'8 %¥9¢Z'8 %¥9¢Z'8 %¥9¢'8 xe] Auadoid [eay [el0L
%656t %656’ %656’ %656’ %06.L'v %06.L'v %06.L'v %06.L'v %06.L'v %6TS'v elydiape|iud 40 1oMsIa |00YydS
%EZT ¥ %S0E'E %S0E'E %S0E'E %rLyE %rLvE %YLy'E %YrLyE %YLY€ %Sb.'E Ao
(uonenep passassy uo %) :Auedoid [eay ,
xe) siy) Aed osfe 1snwi eiydjape|iyd ur sedlAIes wiopad oym s)uapisal-UoN 'sadinIes wiopad Asyy a1aym Jo ssajpsebai xel siy) amo syuapisal elydiapeliud (I
1afojdwa ue 0} sa21AIBs si1apual 10 Agq pakojdwa si oym sakojdws ue 0} pred uonesuadwod J18Ylo pue SUoISSILIWOD pue sabem ‘salefes uo xe) e si xe| sbuiuiel pue abepp
%S86V'E  q %L66V'E q %000S°€ g %CVCL'€  q%LSSL'E o WITLLE q %.618°€ %T088°€ %.LZ2T6°€ %Z916°'€ sapisay AnD-uoN
%08¢6'€  q %9626°E q %00E6°€E g %06TCY 4 %009CYV  q %OTOEY q %0TEE Y %G29r'v %0005 %G8ESV sapisay Ao e
:xe] sbulureg pue abepn
uoljealjisse|d xel
T10C 0T0C 600¢ 800¢ L00¢ 900¢ S00¢ ¥00¢ €00¢ 2¢00¢

1102 YBNoJY} Z0OZ SJEaA (DSt Ua | By} 104

LalqeL

sajey xe| BuiddejusanQ pue 3o0aaiq
eiydjape|iud jo Ano

163



"%G86Y'E PUB 9 8Z6'E d19M Salel BY) 0TOZ ‘T€ 1aqwadaq ybnoiyl T Ane woly ‘TT0Z Ad Jod

xel siyoid 19N 8y} jsurebe palpaid aq o} pamoj[e s xe L abajiALd Ssauisng au} Jo uoiod awodu| 19N 3U3 O %09 ,
‘uonNguUISIp pre [0oyos ajels urelad Buizienba jo asodind ay) 1oy pasn s| oel 8yl "elUBAIASUUS JO Ueamuowwo)

aup ur Ayedidiunw yaes Joj SNfeA anJ) 0] UoleN[eA PESSOSSE JO Olfel B saulwialap Ajlenuue (931S) preog uonezijenb3 xel 81elsS ayl 4

"pand teaA [edsy ay) Ul ISTE YDIeIA 9np SI Xe} ay) pue (1eak repusfed jua.ind) seak xel ay) o} Ajdde sajey

"palo Jeak [easly syl ul YiIGT |udy anp si xe) sy pue (Jeak Jepusied snoinaid) 1eak xe) sy o1 Aidde sarey ,

“T€ 1aqwadaq Ydnoiys T AN woy 10ae Ul sem ajel s,1eak [edsy snolrsid auyp ‘paid 1eak [easly ay) Jo T Arenuer AT
*Aluo uonuod syuapisal AID JO %G T SI Xe] SHjoid 18N pue sbuiuie]

‘abep a1 Jo areys s,yld ‘(vOld) Aoyiny uonesadood [eluswulanobiaiu] elUBAASUUSd 81 Yim Juswaalbe ue o) Juensing ,

UOIRIBPISUOD JBYI0 10 A3UOW IO} 19BNUOI [eIUAI B Japun ANID 3yl Ul S[IYSA [elual e jo uoissassod Jo Apoisna ayy Buuinboe uosiad Aue uo pasodw|

%0°¢ %0°¢ %0°¢ %0°¢ %0°¢ %0°¢ %0°¢ %0°¢ %0°¢ %0°¢C Xel [e1uay 3|2IyaA
<
‘suopepowwodde Aresodwsal bupaas suosiad 0) adeds Ayjioe) jo asn Jo Buibpo| WBIUIBAO 10} Judl 0} d|qe|ieAr SI YdIym AND aul UIYIM payedo| m
uIpjing Jay1o 1o isepjealq pue pag ‘asnoy 1sanb ‘uul ‘|ajow ‘[2joy ‘Juswpede ue sapnjoul ,[aloy,, wisl ayL ‘sysanb Buiked syepowwioddse o} Wool [310Y € JO [ejual ay} uo pasoduu)
%Z'6 %Z'6 %¢Z'8 %0°L %0°L %0°L %0°L %0°L %0°L %0°L
%0'T %0'T %0°'T %0°'T %0°'T %0°'T %0°'T %0°'T %0°'T %0'T xel Buneey ® wslINOL Jo aley
%2C'8 %2C'8 %cC’L %09 %09 %09 %09 %09 %09 %09 Xe] [ejusy wooy [910H
AuD ayy ui sebeseB pue sjo| Buysed Joopul 10 100PINO UI S3|IILYSA J0JOLL IBYIO IO Sajiqowolne Jo Bulols 1o Bupired ayy BuiAjoAur suonoesues) [eioueuly e woly s)diadal ssoif ayy uo pains] st xe] Bunued
%0°0Z %0°0Z %0°0¢ %0°ST %0°ST %0°ST %0'ST %0°ST %0°ST %0°ST Xe| 107 Bupjred
pabireyd si UOISSILUPE YIIYM 10} SMOUS UONUSAUOD pue sgnjd Jybiu ‘Sisajuod onajyle ‘salnow ‘sUaduod are papnjou| “AlD ay) ul juawasnuwe Aue Buipuaye 1oy pabreys aaj uoissiwpe ay} uo pasodu)
%0°S %0°S %0°'S %0°'S %0°'S %0°S %0°S %0°S %0°S %0°'S Xel juswesnuy
%08 %08 %0°L %0°L %0°L %0, %0°L %0°L %0°L %0’ Xe| sales [ejo0l
%09 %09 %09 %09 %09 %09 %09 %09 %09 %09 elueAlAsuuad Jo Yy)jesmuowwod
%0°¢ %0°¢ %0°'T %0°'T %0°'T %0°'T %0°'T %0°'T %0°'T %0°'T Ao
Xe] saes
uoljealjisse|d xel
T10C 0T0C 600¢ 800¢ L00¢ 900¢ S00¢ ¥00¢ €00¢ 2¢00¢
1102 uBnoJy} Z00Z SIB3A [BISI4 US| 8y} 4104
sajey xe| BuiddejusanQ pue 3o0aaiq
Lo|qe] elydjape)iyd o Ao



City of Philadelphia Table 8
Principal Wage and Earnings Tax Remitters *

Current Calendar Year and Nine Years Ago Amounts in millions of USD
2010 2001
Total Percentage Total Percentage
Remittance # of Remitters ~ Amount of Total # of Remitters ~ Amount of Total
Range (Employers) Remitted Remitted (Employers) Remitted Remitted
Greater then $10 million 16 $384.9 26.45% 12 $273.7 21.53%
Between $1 million & $10 million 155 365.7 25.13% 130 320.4 25.21%
Between $100,000 & $1 million 1,473 375.8 25.83% 1,355 348.7 27.43%
Between $10,000 & $100,000 8,269 244.1 16.78% 8,268 2447 19.25%
Less then $10,000 36,834 84.6 5.81% 36,427 83.5 6.58%
Total 46,747 $1,455.0 100.00% 46,192 $1,271.0 100.00%

1 Wage & Earnings information for individual remitters is confidential
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City of

Philadelphia

Assessed Value and Estimated Value of Taxable Property

For the Calendar Years 2002 through 2011

Table 9

Amounts in millions of USD

Estimated Estimated
Total Actual Actual
Calendar Less: Total Taxable Direct Taxable Taxable
Year Assessed Tax-Exempt Assessed Tax STEB Value Sales Value
of Levy * Value Property Value Rate * Rato °  (STEB) Ratio °  (Sales)
2002 13,762 3,603 10,159 3.745% 30.33% 33,495 25.18% 40,346
2003 14,326 3,705 10,621 3.474% 30.12% 35,262 22.58% 47,037
2004 14,813 3,867 10,946 3.474% 30.02% 36,462 24.21% 45,213
2005 15,072 4,040 11,032 3.474% 29.70% 37,145 23.73% 46,490
2006 15,803 4,372 11,431 3.474% 29.69% 38,501 17.42% 65,620
2007 16,243 4,628 11,615 3.474% 29.24% 39,723 17.94% 64,744
2008 16,974 4,799 12,175 3.305% 29.22% 41,667 16.44% 74,057
2009 17,352 5,146 12,206 3.305% 28.86% 42,294 24.64% 49,537
2010 17,615 5,339 12,276 3.305% 28.46% 43,134 13.35% 91,955
2011 17,940 5,593 12,347 3.305% 26.73% 46,192 NA NA

! Real property tax bills are sent out in November and are payable at one percent (1%) discount until February 28th, otherwise the face amount is due
by March 31 without penalty or interest.

2 Bill #1130, approved February 8, 1978, provides relief from real estate taxes on improvements to deteriorated industrial, commercial or other business
property for a period of five years. Bill #982, approved July 9, 1990, changed the exemption period from five years to three years. Bill #225, approved

October 4, 2000, extended the exemption period from three years to ten years.

Bill #1456A, approved January 28, 1983, provides for a maximum three year tax abatement for owner-occupants of newly constructed residential property.

Bill #226, approved September 12, 2000, extended the exemption period from three years to ten years.

Legislative Act #5020-205 as amended, approved October 11, 1984, provides for a maximum thirty month tax abatement to developers of residential property.

Bill #274, approved July 1, 1997, provides a maximum ten year tax abatement for conversion of eligible deteriorated commercial or other business property to

commercial non-owner occupied residential property.

Bill #788A, approved December 30, 1998, provides a maximum twelve year tax exemption, abatement or credit of certain taxes within the geographical area

designated as the Philadelphia Keystone Opportunity Zone.

s Source: Board of Revison of Taxes
4 per $1,000.00 of assessed value

The State Tax Equalization Board (STEB) annually determines a ratio of assessed valuation to true value for each municipality
in the Commonwealth of Pennsvivania. See Table 13.
® This ratio is compiled by the Board of Revision of Taxes based on sales of property during the year.
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City of Philadelphia
Principal Property Tax Payers
Current Year and Nine Years Ago

Table 10

Amounts in millions of USD

2011 2002

Percentage Percentage

of Total of Total
Taxpayer Assessment ' Rank  Assessments Assessment * Rank  Assessments
Franklin Mills Associates 57.6 1 0.47 48.1 5 0.47
Phila Liberty Pla E Lp 54.4 2 0.44 64.3 0.63
Nine Penn Center Associates 54.1 3 0.44 52.1 3 0.51

Sugarhouse HSP Gaming LP 48.3 4 0.39

HUB Properties Trust 43.8 5 0.35 59.5 2 0.59
Brandywine Operating Part (Bell Atlantic) 40.6 6 0.33 43.3 6 0.43
PRU 1901 Market LLC 35.2 7 0.29 329 7 0.32
Maguire/Thomas 33.9 8 0.27 32.0 9 0.32
Commerce Square Partners 33.3 9 0.27 32.3 8 0.32

Phila Shipyard Development Corp 30.3 10 0.25 -
Philadelphia Market Street - 30.4 10 0.30
Two Liberty Place - - 51.8 4 0.51
431.5 3.49 446.7 4.40
Total Taxable Assessments 12,347.1 100.00 10,158.6 100.00

! Source: Board of Revison of Taxes
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City of Philadelphia Table 11
Real Property Taxes Levied and Collected
For the Calendar Years 2002 through 2011 Amounts in millions of USD

Collected within the

Calendar Year of the Levy Collected in Total Collections to Date
Year Taxes Levied Percentage Subsequent Percentage
of Levy ' forthe Year Amount of Levy Years Amount * of Levy
2002 368.2 340.4 92.4% 26.4 366.8 99.6%
2003 359.4 326.8 90.9% 27.2 354.0 98.5%
2004 372.5 340.9 91.5% 25.9 366.8 98.5%
2005 373.5 350.3 93.8% 21.6 371.9 99.6%
2006 385.6 339.6 88.1% 22.3 361.9 93.9%
2007 391.7 347.5 88.7% 22.3 369.8 94.4%
2008 390.2 346.4 88.8% 22.6 369.0 94.6%
2009 396.5 315.4 79.6% 37.9 353.3 89.1%
2010 405.8 353.7 87.2% 23.0 376.7 92.8%
2011 509.1 440.9 3 86.6% n/a 440.9 86.6%

1 . ) .
Real property tax bills are sent out in November and are payable at one percent (1%) discount
until February 28th, otherwise the face amount is due by March 31 without penalty or interest.

2 Includes collections through June 30, 2011

3 Includes collections through June 30, 2011. It is estimated that approximately 91% of the amount levied
for 2011 will be collected within the year of levy.
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City of Philadelphia Table 13
Ratios of General Bonded Debt Outstanding

For the Fiscal Years 2002 through 2011 Amounts in millions of USD (except per capita)
% of
General Assessed Actual Actual
Fiscal Obligation Taxable Value Assessed Taxable Value Taxable Value Per
Year Bonds of Property ' Ratio 2 of Property of Property Capita 3
2002 2,009.5 10,158.6 30.33% 33,493.6 6.00% 1,330.31
2003 1,903.3 10,621.1 30.12% 35,262.6 5.40% 1,260.41
2004 2,047.1 10,945.9 30.02% 36,462.0 5.61% 1,351.53
2005 1,950.8 11,031.8 29.70% 37,1441 5.25% 1,285.43
2006 1,863.8 11,430.6 29.69% 38,499.8 4.84% 1,225.98
2007 1,993.7 11,615.0 29.24% 39,723.0 5.02% 1,303.05
2008 1,899.1 12,175.2 29.22% 41,667.4 4.56% 1,232.90
2009 2,093.8 12,205.6 28.86% 42,292.4 4.95% 1,353.20
2010 2,085.1 12,276.3 28.46% 43,135.3 4.83% 1,364.32
2011 2,135.0 12,347.1 26.73% 46,191.9 4.62% 1,365.09

Note: Details regarding the City's outstanding debt can be found in the notes to the financial statement.

! Source: Board of Revison of Taxes

The State Tax Equalization Board (STEB) annually determines a ratio of assessed valuation to true value for each municipality in the
Commonwealth of Pennsylvania. The ratio is used for the purpose of equalizing certain state school aid distribution.

3 ;
See Table 17 for Population Amounts
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City of Philadelphia

Direct and Overlapping Governmental Activities Debt
June 30, 2011

Table 14

Amounts in millions of USD

Governmental Unit

School District of Philadelphia 2,866.3

! City Direct Debt

Estimated

Share of

Estimated Direct and

Debt Percentage Overlapping
Outstanding Applicable Debt

100.00% 2,866.3
4,282.9
7,149.2

Total Direct and Overlapping Debt

Note:

Overlapping governments are those that coincide, in least in part, with the geographic boundries of the City. The
outstanding debt of the School District of Philadelphia is supported by property taxes levied on properties within
the City boundries. This schedule attempts to show the entire debt burden borne by City residents and

businesses.

! Refer to Table 12
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City of Philadelphia
Pledged-Revenue Coverage

For the Fiscal Years 2002 through 2011

Table 16

Amounts in millions of USD

No.

[y

N

o0 ~NO O

10
11
12

13

Water and Sewer Revenue Bonds

Total Revenue and Beginning Fund Balance

Net Operating Expenses

Transfer To (From) Rate Stabilization Fund

Net Revenues
Debt Service:
Revenue Bonds Outstanding

General Obligation Bonds Outstanding

Pennvest Loan
Total Debt Service

Net Revenue after Debt Service

Transfer to General Fund
Transfer to Capital Fund
Transfer to Residual Fund

Ending Fund Balance

Debt Service Coverage:

wWN -

10
11

12

Coverage A (Line 4/Line 5)

Coverage B (Line 4/(Line 8 + Line 11))

Airport Revenue Bonds
Fund Balance
Project Revenues
Passenger Facility Charges

Total Fund Balance and Revenue

Net Operating Expenses
Interdepartmental Charges

Total Expenses

Available for Debt Service:
Revenue Bonds (Line 4-Line 5)
All Bonds (Line 4-Line 7)

Debt Service:
Revenue Bonds

General Obligation Bonds

Total Debt Service

Debt Service Coverage:

Note:

Revenue Bonds Only - Test "A" (Line 8/Line 10)
Total Debt Service - Test "B" (Line 9/Line 12)

2002 2003 2004 2005 2006 2007 2008 2009 010 011
390.8 454.2 4216 4635 504.0 536.2 597.8 5275 566.7 589.7
242.9 250.2 262.0 2777 284.2 303.2 3347 342.6 334.0 357.7
(26.3) 16.8 (28.8) (0.6) 216 26.0 (9.8) (34.7) 2.7) 10.9
174.2 187.2 188.4 186.4 198.2 207.0 272.9 219.6 235.4 221.1
1452 156.1 157.0 155.4 165.2 172.7 173.8 183.0 195.7 184.3
0.6 - - - - - - -
1.6 1.2 1.2 1.2 1.2 1.2 1.2 1.2 1.2 1.2
1474 157.3 158.2 156.6 166.4 173.9 175.0 184.2 196.9 1855
26.8 29.9 30.2 29.8 318 33.1 97.9 35.4 385 35.6
41 a1 - 44 5.0 5.0 5.0 42 23 -
16.1 16.0 16.4 16.7 16.9 16.9 16.9 17.1 17.3 18.1
6.6 9.8 13.8 8.7 9.9 11.2 76.0 14.1 18.9 175
1.20 1.20 1.20 1.20 1.20 1.20 157 1.20 1.20 1.20
1.07 1.08 1.08 1.08 1.08 1.08 1.42 1.09 1.10 1.09
- - - - - 10.2 426 61.4 55.1 77.6
146.5 168.4 183.3 185.1 200.8 211.3 250.5 255.3 246.9 260.8
16.8 31.2 328 32.9 326 32.9 32.9 32.9 33.1 324
163.3 199.6 216.1 218.0 233.4 254.4 326.0 349.6 335.1 370.8
56.3 67.0 71.9 713 772 87.1 99.8 995 102.9 98.1
39.7 46.1 52.2 57.6 57.9 70.6 89.1 89.0 80.7 88.6
96.0 113.1 124.1 128.9 135.1 157.7 188.9 188.5 183.6 186.7
107.0 132.6 144.2 146.7 156.2 167.3 226.2 250.1 232.2 272.7
67.3 86.5 92.0 89.1 98.3 96.7 137.1 161.1 1515 184.1
64.1 83.2 89.7 88.1 88.1 855 84.4 95.6 943 102.4
2.0 1.4 1.0 1.1 - - - - - -
66.1 84.6 90.7 89.2 88.1 85.5 84.4 95.6 94.3 102.4
1.67 1.59 1.61 1.67 1.77 1.96 2.68 2.62 2.46 2.66
1.02 1.02 1.01 1.00 1.12 1.13 1.62 1.69 1.61 1.80

The rate covenant of the Aviation issues permit inclusion of Fund Balance at the beginning of the period with project revenues for the period to determine adequacy of coverage.

Coverage "A" requires that Net Revenues equal at least 120% of the Debt Service Requirements while Coverage "B" requires that Net Revenues equal at least 100% of the Debt

Service Requirements plus Required Capital Account Transfers. Test "A" requires that Project Resources be equal to Net Operating Expenses plus 150% of Revenue

Bond Debt Service for the year. Test "B" requires Project Resources be equal to Operating Expenses for the year plus all debt service requirements for the year except

any General Obligation Debt Service not applicable to the project.

Amounts in the above statement have been extracted from reports submitted to the respective Fiscal Agents in accordance with the reporting requirements of the General

Ordinance and Supplemental Ordinance relative to rate covenants. Water and Sewer Coverage is calculated on the modified accrual basis; Aviation Fund

on the accrual basis. Prior to FY2008 Airport Revenues and Expenses were reduced by amounts applicable to the Outside Terminal Area and the Overseas Terminal as

prescribed by the indenture.
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City of Philadelphia Table 17
Demographic and Economic Statistics
For the Calendar Years 2001 through 2010

Per
Capita
Calendar Personal Personal Unemployment
Year Population * Income  ? Income Rate °
(thousands of USD) (USD)
2001 1,512,507 38,709,099 25,593 6.1%
2002 1,510,550 40,731,865 26,965 7.3%
2003 1,510,068 42,198,628 27,945 7.5%
2004 1,514,658 43,463,015 28,695 7.3%
2005 1,517,628 44,944,207 29,615 6.7%
2006 1,520,251 47,566,075 31,288 6.2%
2007 1,530,031 50,672,227 33,118 6.0%
2008 1,540,351 53,689,351 34,855 7.1%
2009 1,547,297 54,125,507 34,981 9.8%
2010 1,528,306 54,565,206 * 35,703 10.9%

1 US Census Bureau
2 US Department of Commerce, Bureau of Economic Analysis
*us Department of Labor, Bureau of Labor Statistics

¢ Estimated using the rate of growth for the previous year
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City of Philadelphia

Principal Employers
Current Calendar Year and Nine Years Ago

Table 18

Listed Alphabetically

2011

2002

Albert Einstein Medical

Children's Hospital of Philadelphia

City of Philadelphia

Comcast Corporation

Hospital of the University of Pennsylvania
School District of Philadelphia

SEPTA

Temple University

Thomas Jefferson University Hospitals
University Of Pennsylvania

Albert Einstein Medical

City of Philadelphia

First Union Services, Inc.
School District of Philadelphia
SEPTA

Temple University

Tenet Healthsystem

United States Postal Service
University Of Pennsylvania
Verizon Corporation
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City of Philadelphia Table 19
Full Time Employees by Function
For the Fiscal Years 2005 through 2011
2005 2006 2007 2008 2009 2010 2011
Governmental Activities:
Economic Development 6 6 6 6 23 25 27
Transportation:
Streets & Highways 564 579 585 584 568 515 499
Mass Transit 1 1 1 1 8 7 9
Judiciary and Law Enforcement:
Police 7,578 7,522 7,639 7,754 7,685 7,503 7,439
Prisons 2,227 2,228 2,183 2,153 2,309 2,268 2,173
Courts 3,450 3,403 3,361 3,386 3,310 3,215 3,225
Conservation of Health:
Emergency Medical Services 289 255 249 237 256 329 341
Health Services 1,163 1,133 1,148 1,140 1,163 1,135 1,139
Housing and Neighborhood
Development 105 97 111 108 99 96 94
Cultural and Recreational:
Recreation 511 495 482 483 462 453 601
Parks 182 158 156 156 152 158 1
Libraries and Museums 726 812 816 808 723 687 682
Improvements to General Welfare:
Social Services 2,196 2,140 2,164 2,232 2,107 2,079 1,989
Inspections and Demolitions 380 248 243 246 221 223 214
Service to Property:
Sanitation 1,233 1,272 1,229 1,239 1,169 1,157 1,185
Fire 1,925 1,974 2,109 2,052 2,019 1,820 1,838
General Management and Support 2,253 2,347 2,331 2,414 2,393 2,276 2,225
Total Governmental Activities 24,789 24,670 24,813 24,999 24,667 23,946 23,681
Business Type Activities:
Water and Sewer 2,326 2,239 2,229 2,291 2,256 2,196 2,116
Aviation 967 1,004 1,010 1,057 1,033 1,001 1,010
Total Business-Type Activities 3,293 3,243 3,239 3,348 3,289 3,197 3,126
Fiduciary Activities:
Pension Trust 64 65 65 59 69 66 65
Total Primary Government 28,146 27,978 28,117 28,406 28,025 27,209 26,872
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City of Philadelphia Table 21
Capital Assets Statistics by Function
For the Fiscal Years 2002 through 2011
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Governmental Activities:
Transportation:
Streets & Highways
' Total Miles of Streets 2,400 2,400 2,400 2,400 2,400 2,575 2,575 2,575 2,575 2,575
Streetlights 100,612 101,224 101,836 102,000 102,219 102,840 102,949 103,982 104,219 104,219
Judiciary and Law Enforcement:
Police
Stations and Other Facilities 33 33 33 33 33 34 36 35 35 31
Prisons
Major Correctional Facilities 5 5 6 6 6 6 6 6 6 6
Conservation of Health:
Health Services
Health Care Centers 9 9 9 9 9 9 9 9 9 9
Cultural and Recreational:
Recreation
Recreation Centers NA 164 164 165 165 171 171 171 171 153
z Athletic Venues NA 1,121 1,121 1,121 1,117 1,117 919 915 914 1,148
* Neighborhood Parks and Squares NA 232 232 232 232 232 79 79 79 -
Parks
Parks NA 62 62 62 62 63 63 63 63 150
Baseball/Softball Fields NA 106 106 106 106 109 77 79 79 407
Libraries
Branch & Regional Libraries 55 55 54 53 54 54 54 54 54 54
Service to Property:
Fire
Stations and Other Facilities 63 63 63 63 64 64 64 63 63 63
Business Type Activities:
Water and Sewer:
Water System Piping (miles) 3,168 3,169 3,169 3,169 3,169 3,133 3,137 3,145 3,236 3,164
Fire Hydrants 27,836 27,846 27,987 26,080 26,080 25,195 25,181 25,208 25,234 25,353
Treated Water Storage Capacity ( x 1000 gallons) 1,067,200 1,065,500 1,065,500 1,065,500 1,065,500 1,065,500 1,065,500 1,065,500 1,065,400 1,065,400
Sanitary Sewers (miles) 594 595 596 596 596 768 750 749 751 758
Stormwater Conduits (miles) 622 622 623 623 623 784 713 720 721 731
Sewage Treatment Capacity ( x 1000 gallons) 1,044,000 1,044,000 1,044,000 1,044,000 1,044,000 1,044,000 1,044,000 1,044,000 1,044,000 1,044,000
3 Aviation
Passenger Gates (PIA) 103 120 120 120 120 120 120 120 120 126
Terminal Buildings (square footage) (PIA) 1,563,000 2,415,000 2,415,000 2,415,000 2,415,000 2,415,000 2,415,000 2,415,000 3,144,000 3,144,000
Runways (length in feet) (PIA & NPA) 42,460 42,460 42,460 42,460 42,460 42,460 42,460 43,500 43,500 43,500
* Street System-83% city streets, 29 park streets, 15% state highways
2 Includes baseball fields, football'soccer fields, tennis, basketball and hockey courts, skating rinks and indoor and outdoor pools
2 PIA( Iphi port)-passenger aircraft and cargo. NPA (Northeast Philadelphia Airport)-private aircraft and cargo.

* FPC and Recreation Dept were merged in FY2011, hence the category of Neighborhood Parks and Squares was eliminated
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