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$624,665,000 
CITY OF PHILADELPHIA, PENNSYLVANIA 

AIRPORT REVENUE BONDS, 
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consisting of 
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$273,065,000 Series 2010A (Non-AMT) 

Maturitv Date 
Principal Amount 

% 5.000 
5.000 
5.000 

360.000 
4.71 0,000 

710.000 
4.605.000 
5,565,000 
2,625.000 
3,165,000 
6,050,000 

100,000 
6,255.000 
6,670,000 

275,000 
6,730,000 

560,000 
6,795,000 
7.71 5,000 
8,100,000 
8.505,OOO 
2.910,OOO 
6,020,000 
9,360,000 
9,855,000 
2,320,000 
8,050,000 

10,890,000 
595,000 

Interest Rate 
2.00% 
2.00 
2.00 
3.00 
5.00 
3 .oo 
5.00 
4.00 
4.00 
5.00 
5.00 
4.00 
5.00 
5.00 
4.00 
5.00 
3.75 
5.00 
5.00 
5.00 
5.00 
4.00 
5.25 
5.25 
5.25 
4.25 
5.25 
5.25 
4.50 
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to such numbers or undertake any responsibility for their accuracy now or at any time in the future. Any CUSP number may 
change after the issuance of the 2010 Bonds as a result of subsequent events including in particular, but not by way of limitation, 
the procurement of secondary market portfolio insurance or other similar enhancement that is applicable to all or certain portions 
of the 201 0 Bonds. 
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201 1 
2012 
2013 
2014 
2015 

Maturity Date 
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201 1 
2012 
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2014 
2015 
2016 
2017 
2018 

Princival Amount Interest Rate Price 
$4,585,000 2.00% 100.784 0.65% 
4,635,000 4.00 104.216 1.30 
4,8 15,000 5.00 108.702 1.55 
5,055,000 5.00 110.834 1.86 
5,305,000 5.00 112.188 2.19 
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5 .oo 
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2013 
2014 
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2015 
2016 
2017 
2018 
2019 

*2020 
2020 
202 1 
2022 
2023 

'2024 
2024 
2025 
2028 

Princioal Amount 
$ 505,000 
12,935,000 
13,450,000 
13,985,000 
1,000,000 

13,545,000 
15,260,000 
16,040,000 
16,830,000 
17,670,000 

630,000 
17,920,000 
19,475,000 
20,450,000 
2 1,520,000 

3 10,000 
22,340,000 
23,830,000 
24,780,000 

Interest Rate 
2.00% 
4.00 
4.00 
4.00 
4.00 
5.00 
5.00 
5.00 
5.00 
5.00 
4.00 
5.00 
5.00 
5.25 
5.25 
4.50 
5.25 
5.25 
5.25 

* Insured. 
Priced to the fust optional call date. 

"opyright 2010, American Bankers Association. CUSIP data herein are provided by Standard & Poor's CUSIP 
Service Bureau, a division of The McGraw-Hill Companies, Inc. All rights reserved. The CUSIP numbers listed 
above are being provided only for the convenience of the reader and neither the City nor the Underwriters make any 
representation with respect to such numbers or undertake any responsibility for their accuracy now or at any time in 
the future. Any CUSIP number may change after the issuance of the 2010 Bonds as a result of subsequent events 
including in particular, but not by way of limitation, the procurement of secondary market portfolio insurance or 
other similar enhancement that is applicable to all or certain portions of the 2010 Bonds. 
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No dealer, broker, salesperson o r  other person has been authorized to eive any information o r  to make any 
representations, other than as contained in-this Official Stntement, and if &en o r  made, such other information o r  
reoresentations must not be relied umn. This Official Statement d m  not  constitute an offer to sell o r  the solicitation of 
an offer to buy, nor  shall there be any sale o f  the 2010 Bonds by any person in any jurisdiction in which it is nnlawful for 
such person to make such offer, solicitation o r  sale. This OMcial Statement is not to be construed as a contracl o r  
agreement between the City o r  the Underwriters and the purchasers or owners o f  any 2010 Bonds. Tbe information and 
expressions o f  opinion herein are subject to change without notice, and neither the delivery of this Official Statement nor  
any sale made hereunder shah under any circumstances, create any implication that there has been no  change in the 
affairs of the City o f  Philadelphia o r  of the Division o f  Aviation of the Department o f  Commerce o r  in my other matters 
discussed herein i ince the date hereof o r  the date as o f  which particnlnr i i format ion is given, i learlier. Tb= Underwriters 
(who have provided this sentence for inclusion herein) have reviewed the information in this Off lchl Statement in 
accordance with, and as a par t  of, their respective responsibilities to investors under the federal securities laws as applied 
to the facts and circumstances of this transaction, but  the Underwriters do not guarantee the accnrncy o r  completeness of 
such information. 

In connection with this Offering, the Underwriters may overallot o r  effect transactions wbich s t a h i h  o r  maintain the 
market price o f  the 2010 Bonds at a level above that which might otherwise prevail i n  the open market, snch s tab i l i i g ,  if 
commenced, may he discontinued at any time without pr ior  notice. 

This Oflicial Statement, inclnding particnlarly the Report o f  the Airport Consultant, contains statements relating to 
future results that are "forward looking statements" as defined in the Private Securities Litigation Reform Act  o f  19%. 
when used in this Offlcial Statement, the words "estimate', "anticipate", "forecast", "project", "intendn, "propose", 
*plain, "expect", "assume" and similar expressions identify forward looking statements. Such statements are subject to 
risks and uncertainties that could cause actual results to differ materially from those contemplated h snch forward 
looking statements. 

The Underwriters may offer and sell the 2010 Bonds to certain dealers at prices lower than the public offering prices 
stated on the cover page hereof and said public offering prices may he changed f rom time to time b y  the Underwriters 
without pr ior  notice. 

Upon issuance, the 2010 Bonds w i l l  not be registered under the Securities Act of 1933, as amended, and will not be B t e d  
on any stock o r  other Securities Exchange, nor  have the Ordinances been qualified under the Trust Indenture Act of 
1939, as amended, in reliance upon exemptions contained in snch acts. 

The 2010 Bonds have not been approved o r  disapproved by the Securities and Exchange Commiasion o r  any state 
securities commission nor  has the Securities and Exchange Commission o r  any state securities commission passed upon 
the accuracy o r  adequacy o f  this Official Statement, any representation to the contrary is a criminal offense. 

The order and   la cement of materials in this OMcial Statement includine the appendices. are not to be deemed to be a 
determination if relevance, materiality o r  importance, and this Offlcial k a t e i h n t ,  including tbe appendices, must he 
considered in its entirety. The offering of the 2010 Bonds is made only by m a n s  of this entire Ofiieial Statement. 

This Official Statement speaks only as of the date printed on the cover page hereof. The information contained herein is 
subject to change. The OMcial Statement wi l l  be made available through the Electronic Municipal Market Access 
System, now the only nationally recognized municipal securities information repository. 

The information set forth herein has been obtained from the Ci ty  and the Division o f  Aviation and other sources believed 
to be reliable but is not guaranteed as to accuracy o r  completeness by the Underwriters. 

Assured Guaranty Municipal Corp. (formerly known as Financial Security Assurance Inc.) ("AGM" o r  =Bond Insurern) 
makes no representation regarding the 2010 Bonds o r  the advisability o f  investing in the 2010 Bonds. In addition, A G M  
has not independently verified, makes no  representation regarding, and does not  accept any responsibility for the 
accuracy o r  completeness of this OMcial Statement o r  any information o r  disclosure contained herein, o r  omitted 
herefrom, other than with respect to the accuracy o f  the information regarding A G M  supplied by A G M  and presented 
under the heading "Bond Insnrance" and "Appendix Vm - Specimen Municipal Bond Insurance Policy*. 
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OFFICIAL STATEMENT 

relating to 

$624,665,000 
CITY OF PHILADELPHIA, PENNSYLVANIA 

AIRPORT REVENUE BONDS, 
SERIES 2010 
consisting of 

$273,065,000 Airport Revenue Bonds $54,730,000 Airport Revenue Refunding Bonds 
Series 2010A (Non-AMT) Series 2010C (AMT) 

$24,395,000 Airport Revenue Refunding Bonds $272,475,000 Airport Revenue Refunding Bonds 
Series 2010B won-AMT) Series 2010D (AMT) 

INTRODUCTION 

General 

This Official Statement, including the cover page and appendices attached hereto, sets forth 
certain information in connection with the offering and sale by the City of Philadelphia, Pennsylvania (the 
"City"), a corporation and body politic existing under the laws of the Commonwealth of Pennsylvania 
(the "Commonwealth") of its Airport Revenue Bonds, Series 2010 (the "2010 Bonds") in the aggregate 
principal amount of $624,665,000, consisting of $273,065,000 Airport Revenue Bonds, Series 2010A 
(Non-AMT) ("2010A Bonds"), $24,395,000 Airport Revenue Refunding Bonds, Series 2010B (Non- 
AMT) ("2010B Bonds"), $54,730,000 Airport Revenue Refunding Bonds, Series 2010C (AMT) ("2010C 
Bonds") and $272,475,000 Airport Revenue Refunding Bonds, Series 2010D (AMT) ("2010D Bonds"). 
The 2010 Bonds are authorized and are being issued under and pursuant to The First Class City Revenue 
Bond Act of October 18, 1972, Act No. 234 (the "Act"), the Amended and Restated General Airport 
Revenue Bond Ordinance, approved June 16, 1995 (Bill No. 950282), as amended and supplemented (the 
"General Ordinance"), the Ninth Supplemental Ordinance (Bill No. 080525, approved by the Mayor on 
July 2, 2008) (the "Ninth Supplemental Ordinance"), the Tenth Supplemental Ordinance (Bill No. 
100305, approved by the Mayor on June 23, 2010) (the "Tenth Supplemental Ordinance", and together 
with the Ninth Supplemental Ordinance and the General Ordinance, the "Ordinances"). Unless otherwise 
indicated, capitalized terms used in this Official Statement, including the cover hereto, are defined in 
Appendix rV - "SUMMARY OF CERTAIN AUTHORIZATIONS FOR THE 2010 BONDS" 
@ereinafter referred to as "SUMMARIES'). 

THE 2010 BONDS ARE LIMITED OBLIGATIONS OF THE CITY PAYABLE SOLELY 
FROM THE PLEDGED AMOUNTS (AS DESCRIBED HEREIN). THE 2010 BONDS ARE NOT 
SECURED BY A PLEDGE OF THE FULL FAITH, CREDIT OR TAXING POWER OF TEIE 
CITY. THE 2010 BONDS DO NOT CREATE ANY DEBT OR CHARGE AGAINST THE TAX 
OR GENERAL REVENUES OF THE CITY, OR CREATE A LIEN AGAINST ANY PROPERTY 
OF THE CITY OTHER THAN THE PLEDGED AMOUNTS. 

With respect to the 2010D Bonds, Pledged Amounts include PFC Revenues, as hereinafter 
described. See "SECURITY FOR THE 2010 BONDS". 

The proceeds of the 2010 Bonds, together with other available moneys, are being used to (i) pay 
or reimburse for the costs of the 2010 Project (defuied herein); (ii) provide for capitalized interest on the 
2010A Bonds during construction of the 2010 Project; (iii) currently refund all of the City's outstanding 
Airport Revenue Refunding Bonds, Series 1997A; (iv) currently refund a portion of the City's 
outstanding Airport Revenue Refunding Bonds. Series 1998A; (v) currently refund a portion of the 
International Terminal Bonds; (vi) fund a deposit to the Parity Sinking Fund Reserve Account in respect 



of the 2010 Bonds, and (vii) pay the costs of issuance of the 2010 Bonds. See "PLAN OF FINANCE" 
and "ESTIMATED SOURCES AND USES OF FUNDS" herein. 

The Airport System 

The Airport System consists of the Philadelphia International Airport (the "Airport") and the 
Northeast Philadelphia Airport (the "Northeast Philadelphia Airport") and is owned by the City and 
operated by the Division of Aviation of the City's Department of Commerce (the "Division of Aviation"). 
As of July 2010, the Airport had 568 daily scheduled aircraft departures to domestic destinations and 57 
to international destinations. In calendar year 2009, it was ranked 18' in the United States in terms of 
total passengers and served a total of approximately 30.7 million passengers. For a further description of 
the Airport System, the Service Area of the Airport and the Air Transport Industry, see "THE AIRPORT 
SYSTEM," "THE AIRPORT SERVICE REGION," "CERTAIN INVESTMENT CONSIDERATIONS" 
and APPENDIX I1 - "REPORT OF THE A W O R T  CONSULTANT DATED OCTOBER 19,2010." 

Brief descriptions of the 2010 Bonds, the security therefor, the Ailport System and certain data 
about the City are included in this Official Statement. Such descriptions do not purport to be 
comprehensive or definitive. All references in this Off~cial Statement to the Act, the General Ordinance, 
the Ninth Supplemental Ordinance, the Tenth Supplemental Ordinance, and the Report of the Airport 
Consultant are qualified by reference to the definitive form of each such document in its entirety. Copies 
of the Act, the General Ordinance, the Ninth Supplemental Ordinance, the Tenth Supplemental 
Ordinance, and the financial statements of the City for the Fiscal Year ended June 30,2009, are available 
from the Office of the Director of Finance, 13th Floor, Municipal Services Building, 1401 John F. 
Kennedy Boulevard, Philadelphia, Pennsylvania 19102. A copy of the financial statements of the City for 
the Fiscal Year ended June 30, 2009 may be downloaded at htto://www.ohila.~ov/investor. Financial 
statements of the Division of Aviation for the Fiscal Year ended June 30, 2009. are attached hereto as 
APPENDIX I. The Report of the Airport Consultant is attached hereto as APPENDIX 11. The Engineer's 
Letter is attached hereto as APPENDIX 111. Summaries of legislation authorizing the issuance of the 
City's Airport Revenue Bonds, the Insurance and Reimbursement Agreement and the Airport-Airline Use 
and Lease Agreements (the "Airline Agreement") are attached hereto as APPENDIX IV. Certain 
information concerning the government of and fiscal affairs of the City is attached hereto as APPENDIX 
V. The form of approving opinion of Co-Bond Counsel that will be delivered in connection with the 
issuance of the 2010 Bonds is attached hereto as APPENDIX VI. The form of the Continuing Disclosure 
Agreement is attached hereto as APPENDIX VII. The form of Specimen Municipal Bond Insurance 
Policy to be issued by AGM in connection with the issuance of the Insured 2010 Bonds is attached hereto 
as APPENDIX VIII. 

Under the caption "CERTAIN INVESTMENT CONSIDERATIONS" is a discussion of certain 
investment risks which, among others, may affect repayment of and security for the 2010 Bonds. 

THIS OFFICIAL STATEMENT, INCLUDING PARTICULARLY THE REPORT OF 
THE AIRPORT CONSULTANT, CONTAINS STATEMENTS RELATING TO FUTURE 
RESULTS THAT ARE 'FORWARD LOOKING STATEMENTSn AS DEFINED IN THE 
PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995. WHEN USED IN THIS 
OFFICLAL STATEMENT, THE WORDS "ESTIMATE," "ANTICIPATE," "FORECAST," 
"PROJECT," "INTEND," "PROPOSE," YLAN," "EXPECT," "ASSUMEn AND SIMILAR 
EXPRESSIONS IDENTIFY FORWARD LOOKING STATEMENTS. SUCH STATEMENTS 
ARE SUBJECT TO RISKS AND UNCERTAINTIES THAT COULD CAUSE ACTUAL 
RESULTS TO DIFFER MATERIALLY FROM THOSE CONTEMPLATED IN SUCH 
FORWARD LOOKING STATEMENTS. THE REPORT OF THE AIRPORT CONSULTANT IS 
DATED OCTOBER 19,2010, AND HAS NOT BEEN UPDATED TO REFLECT EVENTS AND 
CHANGES IN CIRCUMSTANCES SINCE SUCH DATE. 



Outstanding and Additional Indebtedness 

Pursuant to the General Ordinance, as supplemented and amended, as of June 30, 2010, 
$1,232,700,000 of previously issued parity Airport Revenue Bonds (defined hereinafter) were 
outstanding. 

The City has outstanding the following series of previously issued parity Airport Revenue Bonds 
(taking into account payments made since June 30, 2010): Airport Revenue Bonds, Series 1997A (the 
"1997A Bonds"), which are currently outstanding in the aggregate principal amount of $26,130,000 and 
all of which are being refunded with proceeds of the 2010B Bonds, Airport Revenue Bonds, Series 
1998A (the "1998A Bonds"), which are currently outstanding in the aggregate principal amount of 
$65,540,000 and a portion of which are being refunded with proceeds of the 2010C Bonds; Airport 
Revenue Bonds, Series 2001B Bonds, which are currently outstanding in the aggregate principal amount 
of $34,560,000 (the "2001B Bonds"); Airport Revenue Bonds, Series 2005A (the "2005A Bonds"), which 
are currently outstanding in the aggregate principal amount of $120,185,000; Airport Revenue Refunding 
Bonds, Series 2005C. which are currently outstanding in the aggregate principal amount of $168,600,000 
(the "2005C Bonds"); Airport Revenue Bonds, Series 2007A (the "2007A Bonds"), which are currently 
outstanding in the aggregate principal amount of $172,470,000; Airport Revenue Bonds, Series 2007B 
(the "2007B Bonds"), which are currently outstanding in the aggregate principal amount of $73,345,000, 
and Airport Revenue Refunding Bonds, Series 2009A, which are currently outstanding in the aggregate 
principal amount of $45,705,000 (the "2009A Bonds"). The City has also issued its $443,700,000 
Airport Revenue Bond, Series 1998B (Philadelphia Airport System Project), which is currently 
outstanding in the aggregate principal amount of $354,805,000 and a portion of which is being refunded 
with proceeds of the 2010D Bonds (hereinabove defined as the "1998B Bond") and its $187,680,000 
Airport Revenue Bond, Series 2001A (Philadelphia Airport System Project), which is currently 
outstanding in the aggregate principal amount of $154,555,000 (the "2001A Bond"), both of which are 
additionally secured by a pledge of passenger facility charges ("PFC"). The 1997A Bonds, the 1998A 
Bonds, the 1998B Bond, the 2001A Bond, the 2001B Bonds, the 2005A Bonds, the 2005C Bonds, the 
2007A Bonds, the 2007B Bonds, the 2009A Bonds, the 2010 Bonds and any Additional Bonds issued 
under the General Ordinance (collectively, the "Airport Revenue Bonds") are and will be, as the case may 
be, parity bonds. The 1998B Bond, the 2001A Bond and the 2010D Bonds are sometimes hereinafter 
referred to, collectively, as the "PFC-Pledge Bonds". Except for the 2010D Bonds, the 2010 Bonds are 
not secured by a pledge of Pledged PFC Revenues. See "SECURITY FOR THE 2010 BONDS - City 
May Pledge Passenger Facility Charges Revenues" below for further information on the Pledged PFC 
Revenues as additional security for certain series of the Airport Revenue Bonds, including the 2010D 
Bonds. 

CERTAIN 2010 BONDS INSURED 

The scheduled payment of principal of and interest on the Insured Bonds listed in the tables on 
the following page, when due will be guaranteed under a municipal bond insurance policy to be issued, 
concurrently with the delivery of the Insured Bonds, by AGM. The 2010 Bonds not listed in the tables on 
the following page are sometimes hereinafter referred to, collectively, as the "Uninsured Bonds". See 
"BOND INSURANCE and ''APPENDIX VIIl - SPECIMEN MUNICIPAL BOND INSURANCE 
POLICY. 



Insured 2010A Bonds 

Maturity Date 
Princioal Amount 

2014 $ 360,000 
2015 7 10,000 
2017 2,625,000 
2018 6,050,000 
2019 100,000 
202 1 275,000 
2022 560,000 
2026 2.91 0,000 
2029 2,320,000 
2035 595,000 

Interest Rate CUsTp' 
3 .00% 717817ML1 
3.00 717817MM9 
4.00 717817MP2 
5.00 717817MQ0 
4.00 7 178 17MR8 
4.00 7 178 17MT4 
3.75 717817MUl 
4.00 717817MY3 
4.25 717817Nl32 
4.50 7 178 17ND8 

$25,000,000 5% Term Bond due June 15,2035, CUSP No. 717817NQ9 

$48,000,000 5% Term Bond due June 15,2040. CUSP No. 71 78 17NR7 

Insured 2OlOD Bonds 

Maturity Date 
Princi~al Amount Interest Rate CUsIp' 

2015 $1,000,000 4.00% 717817F'KO 
2020 630,000 4.00 717817PQ7 
2024 310,000 4.50 717817PU8 

PLAN OF FINANCE 

The proceeds of the 2010 Bonds, together with other available moneys, are being used to (i) pay 
or reimburse for the costs of the 2010 Project (hereinafter defined); (ii) provide for capitalized interest on 
the 2010A Bonds during construction of the 2010 Project; (iii) currently refund all of the City's 
outstanding Airport Revenue Refunding Bonds, Series 1997A; (iv) currently refund a portion of the 
City's outstanding Airport Revenue Refunding Bonds, Series 1998A; (v) currently refund a portion of the 
International Terminal Bonds; (vi) fund a deposit to the Parity Sinking Fund Reserve Account, and 
(vii) pay the costs of issuance of the 2010 Bonds. See "PLAN OF FINANCE"; "ESTIMATED 
SOURCES AND USES OF FUNDS and "SECURITY FOR THE 2010 BONDS" herein. 

As noted above, as of June 30,2010, $1,232,700,000 of previously issued parity Airport Revenue 
Bonds were outstanding. 

The 2010 Project. The 2010A Bonds are being issued in the aggregate principal amount of 
$273,065,000 to pay or reimburse for costs of the 2010 Project hereinafter described. The Division of 
Aviation maintains an ongoing six-year capital improvement program for the Airport System. The City 
periodically issues Airport Revenue Bonds to finance Airport System capital improvement projects, as 
such projects are reviewed and approved by the Signatory Airlines under procedures of the Airline 

See Note regarding CUSlP under Maturity Schedules on Inside Cover. 



Agreement. The "2010 Project" represents the next phase of an ongoing process of expanding and 
modemizing Airport facilities to keep pace with increasing traffic demand and changes in the air 
transportation system. 

Elements of the 2010 Project expected to be funded with a portion of the proceeds of the 2010A 
Bonds include the projects set forth below. 

(a) Terminal F Exvansion. Terminal F will be expanded and renovated to provide additional 
facilities for the processing of passengers, baggage and airline operations. The project will entail the 
reconfiguration of the terminal and the addition of approximately 68,000 square feet to the existing 
205,000 square feet of the terminal. The expansion includes (i) a new baggage claim building on the 
arrivals roadway providing two claim devices, (ii) enlarged passenger holdrooms and concession areas on 
concourses 2 and 3, (iii) enlarged club room, crew lounges, and other airline operations facilities for US 
Airways, (iv) enlarged "Central Hub" to accommodate additional concession space and improve 
passenger flow, (v) a corridor linking Terminals F and E to allow passengers to move between all Airport 
terminals without having to leave the secure areas to be rescreened, (vi) redesigned security checkpoint 
that has additional screening capacity and latest screening technology, and (vii) infrastructure 
improvements to meet increased needs for heating, air conditioning, electrical power, and other utilities 
associated with the expansion. 

(b) Terminal Imvrovements. Various projects will be undertaken to renovate and update 
terminal space and facilities including replacement and refurbishment of loading bridges, improvements 
to the terminal concessions program, and upgrades to the terminal signage. 

(c) Terminal B-C Exvansion Desim. Terminals B and C, which accommodate US Airways 
domestic mainline operations, will be renovated and expanded to provide additional facilities for the 
processing of passengers and baggage and airline operations. Additional terminal facilities are planned to 
be developed over the Airport's entrance roadway system in a configuration similar to Terminal A-West. 
The 2010 Project includes only the design of these improvements. 

(d) Eastside and Westside Taxiways. New taxiways and taxiway connectors will be 
designed and constructed and existing taxiways will be extended. The taxiways will expedite aircraft 
movement between the terminal complex and the runways in east and west flow operations, as well as 
improving access to the cargo aprons and deicing facility. The 2010 Project includes only design of the 
eastside taxiways and both design and construction of the westside taxiways. 

(e) Runway 9L-27R Resurfacine and Navaids. Runway 9L-27R and adjacent taxiways will 
be resurfaced and associated lighting systems will be upgraded. Approach and touchdown lighting 
systems and other air navigation aids (navaids) sewing Runway 9L-27R will be upgraded to allow 
Category WIII operations. These upgrades will make Runway 9L-27R the second runway at the Airport 
with Category II/III capacity and provide increased landing capacity during adverse weather conditions. 

( f )  Aimrt  Maintenance and Utilities Facilities. An Airport maintenance facility will be 
designed and the first phase constructed to consolidate vehicle and equipment maintenance buildings, 
fueling stations, and vehicle storing facilities now located at several sites. Boilers and chillers in the 
Airport's central utility plant will also be replace or upgraded with more efficient equipment, resulting in 
lower energy costs. 

(g) Infrastructure Imvrovement Proeram. Various construction and planning projects will be 
undertaken to renew and replace Airport infrastructure and facilities. 



The Refunding Plum 

(a) The 2010B Bonds are being issued in the aggregate principal amount of $24,395,000 to 
currently refund all of the outstanding 1997A Bonds. 

(b) The 2010C Bonds are being issued in the aggregate principal amount of $54,730,000 to 
currently refund a portion of the outstanding 1998A Bonds. 

(c) The 2010D Bonds are being issued in the aggregate principal amount of $272,475,000 to 
currently refund a portion of the International Terminal Bonds. 

AUTHORIZATION FOR THE 2010 BONDS 

The 2010 Bonds are authorized and are being issued under the Act, the General Ordinance, the 
Ninth Supplemental Ordinance and the Tenth Supplemental Ordinance. The Act authorizes cities of the 
first class to issue revenue bonds to finance certain revenue producing projects and to refund any such 
bonds or other bonds of the City issued for the foregoing purposes. Such bonds must be payable solely 
from Project Revenues (as defined in the Act). See APPENDIX N - "SUMMARY OF CERTAIN 
AUTHORIZATIONS FOR THE 2010 BONDS - The Amended and Restated General Airport Revenue 
Bond Ordinance - Summary of Operative Provisions of the General Ordinance-Covenants of the City." 

DESCRIPTION OF THE 2010 BONDS 

General 

The 2010 Bonds will be dated, will bear interest at the rates and will mature on the dates (subject 
to prior redemption), as shown on the inside cover of this Official Statement. The 2010 Bonds have been 
issued in fully-registered form, registered in the name of Cede & Co., as nominee of The Depository Trust 
Company ("DTC"). 

Interest on the 2010 Bonds is payable semiannually on each June 15 and December 15, beginning 
on June 15, 201 1 (the "Interest Payment Dates"). Interest is payable on such Interest Payment Dates by 
check or draft mailed by US.  Bank National Association. as successor to Wachovia Bank, National 
Association, as Fiscal Agent and Sinking Fund Depository, (in such capacity, the "Fiscal Agent'), to the 
registered owners of the 2010 Bonds as of the close of business on the first day of the month containing 
each such Interest Payment Date (the "Record Date"). Any person who is the registered owner of at least 
$1,000,000 principal amount of Bonds may, by written request to the Fiscal Agent, at least three days 
before the Record Date in connection with which such request is made, request that interest be paid by 
wire transfer to an account at a fmancial institution in the United States as may be specified in such 
written request. The principal or redemption price of the 2010 Bonds is payable at the principal 
Philadelphia corporate trust ofice of the Fiscal Agent upon surrender of the 2010 Bonds. 

THE 2010 BONDS ARE LIMITED OBLIGATIONS OF THE CITY PAYABLE SOLELY 
FROM THE PLEDGED AMOUNTS (AS DESCRIBED HEREIN). THE 2010 BONDS ARE NOT 
SECURED BY A PLEDGE OF THE FULL FAITH, CREDIT OR TAXING POWER OF THE CITY. 
THE 2010 BONDS DO NOT CREATE ANY DEBT OR CHARGE AGAINST THE TAX OR 
GENERAL REVENUES OF THE CITY, OR CREATE A LLEN AGAINST ANY PROPERTY OF THE 
CITY OTHER THAN THE PLEDGED AMOUNTS. SEE "SECURITY FOR THE 2010 BONDS." 

Book-Entry Only System 

The Depository Trust Company ("DTC"), New York, NY, will act as securities depository for the 
2010 Bonds. The 2010 Bonds will be issued as fully-registered securities registered in the name of Cede 
& Co. (DTC's partnership nominee) or such other name as may be requested by an authorized 
representative of DTC. One fully-registered Bond certificate will be issued for each maturity of each 



series of the 2010 Bonds, in the aggregate principal amount of each such maturity, and will be deposited 
with DTC. 

DTC, the world's largest securities depository, is a limited-purpose trust company organized 
under the New York Banking Law, a "banku~g organization" within the meaning of the New York 
Banking Law, a member of the Federal Reserve System, a "clearing corporation" within the meaning of 
the New York Uniform Commercial Code, and a "clearing agency" registered pursuant to the provisions 
of Section 17A of the 2010 Bonds Exchange Act of 1934. DTC holds and provides asset servicing for 
over 3.5 million issues of US. and non-U.S. equity issues, corporate and municipal debt issues, and 
money market instruments (from over 100 countries) that DTC's participants ("Direct Participants") 
deposit with DTC. DTC also facilitates the post-!mde settlement among Direct Participants of sales and 
other securities transactions in deposited securities, through electronic computerized book-entry transfers 
and pledges between Direct Participants' accounts. This eliminates the need for physical movement of 
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, 
banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned 
subsidiary of The Depository Trust & Clearing Corporation ("DTCC"). DTCC is the holding company 
for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which 
are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the 
DTC system is also available to others such as both US.  and non-US. securities brokers and dealers, 
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship 
with a Direct Participant, either directly or indirectly ("Indirect Participants"). DTC has Standard & 
Poor's highest rating: AAA. The DTC Rules applicable to its Participants are on file with the Securities 
and Exchange Commission. More information about DTC can be found at www.dtcc.com and 
www.dtc.org. 

Purchases of the 2010 Bonds under the DTC system must be made by or through Direct 
Participants, which will receive a credit for the 2010 Bonds on DTC's records. The ownership interest of 
each actual purchaser of each Bond ("Beneficial Owner") is in turn to be recorded on the Direct and 
Indirect Participants' records. Beneficial Owners will not receive written confirmation from DTC of their 
purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of 
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant 
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the 
2010 Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants 
acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their 
ownership interests in the 2010 Bonds, except in the event that use of the book-entry system for the 2010 
Bonds is discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are 
registered in the name of DTC's partnership nominee, Cede & Co., or such other name as may be 
requested by an authorized representative of DTC. The deposit of the 2010 Bonds with DTC and their 
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial 
ownership. DTC has no knowledge of the actual Beneficial Owners of the 2010 Bonds; DTC's records 
reflect only the identity of the Direct Participants to whose accounts such 2010 Bonds are credited, which 
may or may not be the Beneficial Owners. The Direct and Indirect Participants will remain responsible 
for keeping account of their holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory 
requirements as may be in effect from time to time. Beneficial Owners of Bonds may wish to take certain 
steps to augment the transmission to them of notices of significant events with respect to the 2010 Bonds, 
such as redemptions, tenders, defaults, and proposed amendments to the Bond documents. For example, 
Beneficial Owners of Bonds may wish to ascertain that the nominee holding the 2010 Bonds for their 



benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial 
Owners may wish to provide their names and addresses to the registrar and request that copies of notices 
be provided directly to them. 

Redemption notices shall be sent to DTC. If less than all of the 2010 Bonds within an issue are 
being redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct 
Participant in such issue to be redeemed. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 
the 2010 Bonds unless authorized by a Direct Participant in accordance with DTC's MMI Procedures. 
Under its usual procedures, DTC mails an Omnibus Proxy to the City as soon as possible after the record 
date. The Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to 
whose accounts the 2010 Bonds are credited on the record date (identified in a listing attached to the 
Omnibus Proxy). 

Payment of principal or redemption price of and interest on the 2010 Bonds will be made to Cede 
& Co., or such other nominee as may be requested by an authorized representative of DTC. DTC's 
practice is to credit Direct Participants' accounts upon DTC's receipt of funds and corresponding detail 
information kom the City or the Fiscal Agent, on payable date in accordance with their respective 
holdings shown on DTC's records. Payments by Participants to Beneficial Owners will be governed by 
standing instructions and customary practices, as is the case with securities held for the accounts of 
customers in bearer form or registered in "street name," and will be the responsibility of such Participant 
and not of DTC, the Fiscal Agent, or the City, subject to any statutory or regulatory requirements as may 
be in effect from time to time. Payment of principal or redemption price of and interest on the 2010 
Bonds to Cede & Co. (or such other nominee as may be requested by an authorized representative of 
DTC) is the responsibility of the City or the Fiscal Agent, disbursement of such payments to Direct 
Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial 
Owners will be the responsibility of Direct and Indirect Participants. 

DTC may discontinue providing its services as depository with respect to the 2010 Bonds at any 
time by giving reasonable notice to the City or the Fiscal Agent. Under such circumstances, in the event 
that a successor depository is not obtained, Bond certificates are required to be printed and delivered. 

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

The information in this section concerning DTC and DTC's book-entry system has been obtained 
from sources that the City believes to be reliable, but the City takes no responsibility for the accuracy 
thereof. For further information, Beneficial Owners should contact DTC in New York, New York. 

THE CITY AND THE FISCAL AGENT WILL NOT HAVE ANY RESPONSIBLITY OR 
OBLIGATION TO DTC PARTICIPANTS OR THE PERSONS FOR WHOM THEY ACT AS 
NOMINEES WITH RESPECT TO THE ACCURACY OF THE RECORDS OF DTC, ITS NOMINEE 
OR ANY DTC PARTICIPANT WITH RESPECT TO ANY OWNERSHIP INTEREST IN THE 
BONDS, OR PAYMENTS TO, OR THE PROVIDING OF NOTICE FOR, DTC PARTICIPANTS OR 
THE INDIRECT PARTICLPANTS OR BENEFICIAL OWNERS. 



Redemption 

Ootional Redemotion of the 2010A Bonds 

The 2010A Bonds maturing on and after June 15, 2021, are subject to redemption prior to 
maturity in whole or in part (and if in part, in such order of maturity as the City may direct and within a 
maturity by lot) on and after June 15, 2020, at the redemption price of 100% of the principal amount 
thereof, together with accrued interest to the date fixed for redemption. 

Mandatorv Sinkine Fund Redem~tion of the 2OlOA Bonds 

The 2010A Bonds maturing June 15, 2035, and June 15, 2040, are subject to mandatory 
redemption prior to maturity (to the extent that such 2010 Bonds in the principal amount othenvise 
required to be redeemed have not been previously purchased by the City), in part, as drawn by lot by the 
Fiscal Agent, from moneys as required to be deposited for that purpose in the Sinking Fund on June 15 of 
the following years at a redemption price equal to 100% of the principal amount of each such 2010 Bond 
to be redeemed, plus accrued interest to the date of redemption according to the following schedules: 

Insured 2010A Bonds 
Maturine June 15,2035 

Principal 
Year - Amount 
203 1 $4,565,000 
2032 4.795.000 

Uninsured 2OlOA Bonds 
Maturine June 15.2035 

Principal 
Year - Amount 
203 1 $6,900,000 
2032 7,240,000 
2033 7.605.000 

Insured 2010A Bonds 
Maturing June 15.2040 

Principal 
Year - Amount 
2036 $8,680,000 
2037 9,115,000 
2038 9,575,000 
2039 10,060,000 
2040' 10,570,000 

Uninsured 2010A Bonds 
Maturing June 15,2040 

Principal 
Year - Amount 
2036 $5,945,000 
2037 6,240,000 
2038 6.545.000 

Stated Maturity 

At its discretion, but in the case of the Insured 2010A Bonds, only with the consent of the Bond 
Insurer, the City is authorized under the direction of the Director of Finance to satisfy any mandatory 
sinking fund redemption requirements for the 2010A Bonds by purchasing the 2010A Bonds in the open 
market at a price of not more than par and presenting such 2010A Bonds to the Fiscal Agent in lieu of 
required deposits to the Sinkiig Fund. 

Ootional Redemotion of the 2OlOD Bonds 

The 2010D Bonds maturing on and after June 15, 2021, are subject to redemption prior to 
maturity in whole or in part (and if in part, in such order of maturity as the City may direct and within a 
maturity by lot) on and after June 15, 2020, at the redemption price of 100% of the principal amount 
thereof, together with accrued interest to the date fixed for redemption. 



The 2010B Bonds and the 2OlOC Bonds are not subject to redemption prior to maturity. 

Notice of Redem~tion 

As provided more fully in the General Ordinance and in the applicable forms of the 2010A Bonds 
and the 2010D Bonds, notice of redemption of such 2010 Bonds shall be given by the Fiscal Agent by 
mailing a copy of the redemption notice by first class mail, postage prepaid, to each Holder of 2010A 
Bonds or 2010D Bonds to be redeemed at such Holder's registered address as it appears in the Bond 
Register, not less than 30 or more than 60 days prior to the redemption date. Each notice shall be given in 
the name of the City and shall contain the CUSlP number, and, in the case of partial redemption of any 
2010A or 2010D Bonds, the certificate numbers and the respective principal amounts of the 2010A or 
2010D Bonds to be redeemed, the publication date, the redemption date, the redemption price and the 
name and address of the redemption agent, and shall further identify the 2010A Bonds or 2010D Bonds 
by date of issue, interest rate and maturity date. Failwe to mail any notice or any defect in a mailed 
notice or in the mailing thereof in respect of any notice shall not affect the validity of the redemption 
proceedings. If at the time of mailing notice of redemption the City shall not have deposited with the 
Fiscal Agent moneys sufficient to redeem the 2010A Bonds or 2010D Bonds called for redemption, such 
notice may state that it is conditional in that it is subject to the deposit of the redemption moneys with the 
Fiscal Agent not later than the redemption date, and such notice shall be of no effect unless such moneys 
are so deposited. Notice having been given and funds having been deposited in the Sinking Fund in 
accordance with the requirements of the General Ordinance, all interest on the 2010A Bonds or 2010D 
Bonds called for redemption shall cease accruing from the date fixed for redemption. 

The remainder of this page is intentionally left blank. 



ESTIMATED SOURCES AND USES OF FUNDS 

Estimated Sources of Funds 
2OlOA Bonds 2OlOB Bonds 201OC Bonds 2OlOD Bonds TOTAL 

P ~ c i p a l  Amount of ihe 2010 $273,065.000.00 $24.395.000.00 $54,730,000.00 $272,475,000.00 $624,665,000.00 
Bonds 

Net Original Issue Pmdum 13.489.665.50 1,844,591 .40 4,340,003.05 14,533,455.25 34207.715.20 

Other Available Moneys 0.00 576.072.92 1,326,125.00 5,434,348.60 7,336,546.52 

Total Sources of Funds $286.554.665.50 $26.815,664.32 560,396.L28.05 $292,442.803.85 5666209261.72 

Estimated Uses of Funds 
20 10A Bonds 2010B Bonds 20LOC Bonds 2010D Bonds TOTAL 

Deposit to Roject Fund for 5232.700.000.00 0.00 0.00 0.00 $232,700,000.00 
2010 Roject 

Sinking Fund Reserve 15,966,639.58 0.00 0.00 0.00 15.966.639.58 
Account 

Sinking Fund Deposit 35,467,073.74 0.00 0.00 0.00 35,467,073.74 
(Capitalized Interest) 

Refunding Deposit 0.00 26,706,072.92 60,096,125.00 290,709,348.64 377,51l,546.52 

Costs of issuance* 1.748.636.7 1 109.591.40 300,003.05 1.724,515.L3 3,882,746.29 

Bond Insurance 672.3 15.47 0.00 0.00 8.940.12 681255.59 

Tom1 Uses of Funds 5286,554.665.50 $26,815.664.32 560,396.128.05 $292.442.803.85 $666,209,261.72 

* Includes undmuritca' discount. printing costs, rating agency fees, legal and fioancial advisor fees asd other expenses 

SECURITY FOR THE 2010 BONDS 

Pledge of Project Revenues and Funds 

Pursuant to the General Ordinance, the City has covenanted that the 2010 Bonds, together with all 
other parity Avport Revenue Bonds issued under and outstanding or subject to the General Ordinance, are 
and will be equally and ratably secured by a lien on and security interest in (i) Project Revenues (as 
defmed below); (ii) amounts payable to the City under a Qualified Swap; (iii) all amounts on deposit in or 
credited to the Aviation Funds (including the Parity Sinking Fund Reserve Account), except for amounts 
deposited into any Non-Parity Sinking Fund Reserve Subaccount; and (iv) proceeds of the foregoing 
(subsections (i) through (iv) are collectively referred to herein as the "Pledged Amounts"). See 
APPENDIX N - "SUMMARY OF AUTHORIZATIONS FOR THE 2010 BONDS - The Amended and 
Restated General Airport Revenue Bond Ordinance - Summary of Operative Provisions of the General 
Ordinance Pledge of Revenues; Grant of Security Interest; Limitation on Recourse." To the extent that the 
Fiscal Agent maintains such Pledged Amounts, the Fiscal Agent shall hold and apply the Pledged 
Amounts in trust, for the equal and ratable benefit and security of all Holders of parity Airport Revenue 
Bonds issued under or subject to the General Ordinance. The General Ordinance provides that such 
Pledged Amounts may also be pledged for the benefit of a letter of credit issuer, municipal bond 



insurance provider, standby purchaser, swap provider or any other person who undertakes to provide 
moneys for the account of the City for the payment of principal or redemption price of and interest on any 
series of Airport Revenue Bonds on an equal and ratable basis with Airport Revenue Bonds. 

W h  respect to the 20100 Bonds only (among the 2010 Bonds), "Pledged Amounts" includes 
PFC Revenues, as hereinaflr described 

THE 2010 BONDS ARE LIMITED OBLIGATIONS OF THE CITY AND DO NOT 
PLEDGE THE FULL FAITH, CREDIT OR TAXING POWER OF THE CITY, OR CREATE 
ANY DEBT OR CHARGE AGAINST THE TAX OR GENERAL REVENUES OF THE CITY, OR 
CREATE ANY LIEN AGAINST ANY PROPERTY OF THE CITY, OTHER THAN AGAINST 
THE PLEDGED AMOUNTS THEREFOR 

Definition of Project Revenues. The General Ordinance defmes Project Revenues to include all of the 
revenues, rents, rates, tolls or other charges imposed upon all lessees, occupants and users of the Airport 
System and all moneys received by or on behalf of the City from all sources during any Fiscal Year 
(except as hereinafter excluded) from or in connection with the ownership, operation, improvements and 
enlargements of the Airport System, or any part thereof and the use thereof including, without limitation, 
revenues pledged or appropriated for the benefit of the Airport System, all rentals, rates, charges, landing 
fees, use charges, concession revenues, income derived from the City's sale of services, fuel, oil, and 
other supplies or commodities and all other charges received by the City or accrued by it from the Airport 
System, and any investment income realized from the investment of the foregoing, except as provided 
below, and all accounts, contract rights and general intangibles representing the Project Revenues, all 
consistently determined in accordance with the accrual basis of accounting adjusted to meet particular 
requirements of the Airline Agreements (if any of the Airline Agreements are in effect) and the General 
Ordinance. 

Project Revenues as defined in the preceding paragraph shall not include (a) any and all 
Passenger Facility Charges (unless otherwise provided in a Supplemental Ordinance) or any taxes which 
the City may £rom time to time impose upon users of the Airport System, (b) any governmental grants 
and contributions in aid of capital projects, (c) such rentals as may be received pursuant to Special 
Facility Agreements for Special Purpose Facilities, (d) proceeds of the sale of Bonds and any income 
realized from the investment of proceeds of the sale of Bonds maintained in the Aviation Capital Fund 
and income realized from investments of amounts maintained in the Renewal Fund and Sinking Fund 
Reserve Account, (e) except as required by applicable laws, rules or regulations, net proceeds fiom the 
sale of Airport assets, including the sale or transfer of all or substantially all of the assets of the Airport 
System under Section 9.01 of the General Ordinance unless the Division of Aviation determines to 
include any such net proceeds as Project Revenues and such determination is evidenced by written 
notification by the City to the Fiscal Agent, (f) proceeds of insurance or emnent domain (other than 
proceeds that provide for lost revenue due to business interruption or business loss), and (g) net amounts 
payable to the City under a Qualified Swap (other than termination amounts payable to a Qualified Swap 
Provider due as a result of termination of a Qualified Swap). 

City May Pledge Passenger Facility Charges Revenues. Under federal law, the City is permitted under 
certain circumstances to include PFC Revenues in pledged airport revenues. However, the pledge of PFC 
Revenues is limited to the allowable costs of approved PFC projects ("PFC-Eligible" projects) and may 
not be used to pay debt service on any bonds issued to fmance non-PFC-Eligible projects. The City may 
pledge PFC Revenues (defined herein) pursuant to a Supplemental Ordinance and such PFC Revenues 
shall constitute Pledged Amounts; provided, however, that if as a result of applicable law, rules and 
regulat~ons, such PFC Revenues may only be pledged to secure one or more specified series of Airport 
Revenue Bonds, Pledged PFC Revenues and proceeds thereof shall constitute Pledged Amounts solely 
with respect to such series of Airport Revenue Bonds; provided, further, that PFC Revenues shall not 
constitute Pledged Amounts or Amounts Available for Debt Service unless the City first receives written 



c o n f i t i o n  &om all Rating Agencies then rating any Airport Revenue Bonds outstanding under the 
General Ordinance, that the pledge of PFC Revenues, in and of itself, will not result in a downgrade, 
suspension or withdrawal of rating on any outstanding Airport Revenue Bonds, without taking into 
account Airport Revenue Bonds the rating on which is based upon a Credit Facility for such Airport 
Revenue Bonds, provided that if all outstanding Airport Revenue Bonds are rated based upon a Credit 
Facility, then PFC Revenues may be pledged only upon receipt by the City of written consent by the 
providers of such Credit Facilities. See "THE AIRPORT SYSTEM - Funding Sources for Airport 
System Capital Improvement Projects - Passenger Facility Charges" for additional information 
concerning the impact of federal law on the City's ability to collect and pledge, respectively, PFCs and 
PFC Revenues. The City was permitted and did pledge PFC Revenues to secure payment of the 1998B 
Bond (a portion of which is being refunded with proceeds of the 2010D Bonds) and the 2001A Bond, as 
further hereinafter described. 

"PFC Revenues" means PFCs paid to the City as a result of enplanements at the Airport, together 
with investment earnings thereon. "Pledged PFC Revenues" means the PFC Revenues pledged by the 
City pursuant to a Supplemental Ordinance, subject to the following limitation: at no time shall the 
amount of PFC Revenues pledged to the 1998B Bond, the 2001A Bond and the 2010D Bonds outstanding 
in any year exceed the lesser of (a) 70% of the amount of all PFCs actually paid to the City in that year, or 
(b) 75% of total debt service on such series of Airport Revenue Bonds in that year. 

Pledged PFC Revenues shall be in the amount described above with respect to the PFC-Pledge 
Bonds on an annual basis, such lien and security interest to be held on an equal and ratable basis without 
preference or priority except as may be otherwise provided in or arise from the terms of a pertinent 
Supplemental Ordinance, as referred to in the next sentence concerning the respective PFC-Pledge Bonds, 
with any lien and security interest hereafter created with respect to (i) any bonds issued pursuant to a 
Supplemental Ordinance to the General Ordinance pursuant to which PFC Revenues are pledged, and (ii) 
any other obligations of the City with respect to which PFC Revenues are pledged. Such pledge shall be 
equal to one hundred percent of the annual amount of the PFC eligible debt service on the 2010D Bonds; 
provided, however, that the lien and security interest created with respect to the Pledged PFC Revenues 
securing: (i) the 1998B Bond shall have first priority with respect to all Pledged PFC Revenues up to an 
amount in any year equal to the PFC Revenues pledged to the 1998B Bond in such year, (ii) the 2001A 
Bond shall have second priority with respect to all Pledged PFC Revenues up to an amount in any year 
equal to the PFC Revenues pledged to the 2001A Bond in such year, and (iii) the 2010D Bonds and any 
future bonds that are issued for PFC-Eligible projects (to the extent the City pledges PFC Revenues 
pursuant to a Supplemental Ordinance) will have a third priority parity lien with respect to all Pledged 
PFC Revenues up to an amount in any year equal to the PFC Revenues pledged for such PFC-Eligible 
projects. As such, at the time when no portions of the 1998B Bond and the 2001A Bond remain 
outstanding, the 2010D Bonds and any future bonds that are issued for PFC-Eligible projects (to the 
extent the City pledges PFC Revenues pursuant to a Supplemental Ordinance) will share a first priority 
parity lien with respect to all Pledged PFC Revenues up to an amount in any year equal to the PFC 
Revenues pledged for such PFC-Eligible projects. 

In addition to the previously issued Airport Revenue Bonds, including the 1997A Bonds, 1998A 
Bonds, 2001B Bonds, 2005A Bonds, 2005C Bonds, 2007A Bonds, 2007B Bonds and 2009A Bonds, the 
City issued solely to the Philadelphia Authority for Industrial Development ("PAID) the 19988 Bond, in 
the original aggregate principal amount of $443,700,000 to acquire a capital leasehold interest in two new 
terminals, Terminal A West and Terminal F, and related improvements at the Airport (the "Terminal A 
West/Terminal F Project") (See "THE AIRPORT SYSTEM - Recently Completed and In Progress 
Capital Improvement Projects") and its 2001A Bond, in the original aggregate principal amount of 
$187,680,000, to finance the cost of the completion of the acquisition of the leasehold interest in the 
Terminal A WestTerminal F Project, which 1998B Bond and 2001A Bond are also secured by Pledged 
PFC Revenues. The 1997A Bonds, the 1998A Bonds, the l998B Bond, the 2001A Bond, the 2001B 



Bonds, the 2005A Bonds, the 2005C Bonds, the 2007A Bonds, the 2007B Bonds and the 2009A Bonds 
are, and the 2010 Bonds are being issued as, parity Airport Revenue Bonds under the General Ordinance. 
The 1998B Bond, a portion of which is being refunded by the 2010D Bonds, and the 2001A Bond are the 
only two series of Airport Revenue Bonds additionally secured by a pledge of Pledged PFC Revenues. 
The 2010D Bonds will be secured by a pledge of Pledged PFC Revenues; the 2010A Bonds, 2010B 
Bonds and 2010C Bonds are not secured by a pledge of PFC Revenues. 

Flow of Funds and Application of Project Revenues 

Under the provisions of the General Ordinance, the City is required to deposit all Project 
Revenues and other amounts received which relate to the Airport System into the Aviation Funds. The 
Aviation Funds are to be held separate and apart from all other funds and accounts of the City and the 
Fiscal Agent and the funds and accounts therein shall not be commingled with or loaned or transferred 
among themselves or to any other funds or accounts of the City (except for transfers between City funds 
which are expressly permitted by the General Ordinance). Amounts on deposit in the Aviation Operating 
Fund shall be applied by the City or the Fiscal Agent, as the case may be, in the following order of 
priority: 

(a) To pay such sums constituting Net Operating Expenses in a timely manner 

(b) For deposit in the appropriate accounts of the Sinking Fund, the amount necessary to 
provide for the timely payment of the Debt Service Requirements. 

(c) For deposit in the Sinking Fund Reserve Account or the appropriate subaccount thereof, 
the amount, if any, required to eliminate any deficiencies therein; provided, however, in the event there 
are insufficient amounts available to replenish all of the accounts or subaccounts within the Sinking Fund 
Reserve Account, the amount to be deposited in each Sinking Fund Reserve Account or subaccount shall 
be determined by dividing the Sinking Fund Reserve Requirement on the Outstanding Bonds secured 
thereby by the sum of the Sinking Fund Reserve Requirements on all Bonds O u t s t d m g  under the 
General Ordinance and multiplying that result by the total amount available to be deposited under this 
clause (c). 

(d) For deposit in the Renewal Fund the amount, if any, required to eliminate any deficiency 
therein. and to pay amounts due and payable under Exchange Agreements. 

(e) To pay termination amounts, to a Qualified Swap Provider due as a result of the 
termination of a Qualified Swap and termination amounts, if any, payable to JP Morgan Chase Bank - 
New York with respect to Payments upon Early Termination on the Interest Rate Swap Transaction 
effective June 15,2005. 

(t) For deposit in the Subordinate Obligation Fund (i) the amount necessary to provide for 
the timely payment of the principal or redemption price of and interest on Subordinate Obligations, (ii) on 
or before the dates that other payments are due under any credit facility, liquidity facility or swap 
agreement constituting Subordinate Obligations, to deposit the amount necessary to make such payments, 
(iii) forward to the paying agent in respect of bond anticipation notes (payable by exchange for, or out of 
the proceeds of the sale of Subordinate Obligations) the amount necessary to provide for the timely 
payment of interest thereon (to the extent not capitalized), and (iv) deposit in the applicable subaccount of 
the Sinking Fund Reserve Account for a series of Subordinate Obligations the amounts, if any, required to 
eliminate any deficiency in such account. 

(g) To pay to the City the amount necessary to provide for the timely payment of the 
principal or redemption price of and interest on General Obligation ~onds . '  

(h) To pay any Interdepartment Charges. 

* No such general obligation debt of the City is currently outstanding. 



(i) To pay to the City the amount necessary to provide for the timely payment of the 
principal or redemption price of and interest on NSS (non-self-sustaining) General Obligation ~onds. '  

Any amounts remaining in the Aviation Operating Fund following any transfer then required to 
be made pursuant to subparagraphs (a)-(i) above, may be used at the written direction of the City for any 
Airport System purposes. In the Airline Agreement, the City has provided its written direction to use 
such remaining amounts as provided in subparagraphs ti)-(m) below. 

So long as any 2010 Bonds or Bonds are outstanding, the deposit and application of Project 
Revenues for each Fiscal Year during the term of the Airline Agreement shall be governed by the General 
Ordinance. The City is expressly permitted in the General Ordinance to use amounts remaining in the 
Aviation Operating Fund following any transfers pursuant to subparagraphs (a)-(i) above for the Bond 
Redemption and Improvement Requirement, the O&M Requirement, the Airline Revenue Allocation and 
City Revenue Allocation (as defined in the Airline Agreement). Pursuant to Section 4.06 of the General 
Ordinance, any amounts remaining in the Aviation Operating Fund following any transfer then required 
to be made pursuant to subparagraphs (a)-(i) above may be used for any Airport System purposes at the 
written direction of the City. The City has directed that such amounts remaining will be applied or 
credited in the following manner: 

ti) Bond Redemvtion and Imvrovement Account. In accordance with the provisions of the 
General Ordinance and the Airline Agreement, amounts on deposit in the Bond Redemption and 
Improvement Account are available for use by the City for the payment of deficiencies with respect to the 
Debt Service Requirements and the Sinking Fund Reserve Requirement, as provided under the General 
Ordinance. If (i) no such deficiencies exist, (ii) the City is not in default under the General Ordinance and 
(iii) a Majority-in Interest of the Eligible Signatoly Airlines, determined pursuant to the Airfield Area MI1 
Formula, mutually agree (whose agreement will not be unreasonably withheld), then the Division of 
Aviation may use such amounts for: repair, renewals, replacements or alterations to the Airport System, 
redemption of Bonds, costs of Capital Projects or equipment, purchase of Bonds, arbitrage rebate 
pursuant to Section 148(f) of the Code or for any lawful Airport System purposes. 

In accordance with the provisions of the General Ordinance and the Airline Agreement, the 
balance of moneys on deposit in the Bond Redemption and Improvement Account shall equal the "Bond 
Redemption and Improvement Requirement." For the sole purpose of establishing the Bond Redemption 
and Improvement Requirement, and expressly not for the purpose of establishing a debt service reserve 
fund as set forth in the General Ordinance, the Bond Redemption and Improvement Requirement shall 
mean an amount not to exceed the lesser of (1) the amount of Debt Service Reserve Surety Bonds 
f~lfilling the Cit)"~ Sinking Fund Reserve requirements, or (2) such dollar amount required to maintain a 
dollar balance in the Bond Redemption and Improvement Account equal to (A) in Fiscal Year 2010, 
twenty percent (20%) of the Debt Service Requirement and (B) in Fiscal Year 2011 and thereafter, 
twenty-five percent (25%) of the Debt Senrice Requirement. At the termination of the Airline 
Agreement, it is the City's intention to retain the balance in the Bond Redemption and Improvement 
Account in an Airport related account with substantially the same purpose. For additional information, 
see "APPLICATION OF PROJECT REVENUES" in APPENDIX II of this Official Statement. 

(k) O&M Account. The O&M Account is available for use by the City for the payment of 
Operating Expenses in the City's sole discretion in the event the then current Airport Revenues allocated 
to Operating Expenses in the Annual Budget are deemed to be insufficient. For additional information, 
see "APPLICATION OF PROJECT REVENUES" in APPENDIX I1 of this Official Statement. 

(1) Airline Revenue Allocation. For each Fiscal Year during the term of the Airline 
Agreement, the Airline Revenue Allocation shall be equal to fifty percent (50%) of the prior Fiscal Year's 

No such general obligation debt of the City is currently outstanding. 
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total net revenue from the Outside Terminal Areas Cost Center reduced by an amount of up to 
$7,000,000, to the extent net revenue from the Outside Terminal Areas Cost Center equals or exceeds 
$7,000,000. 

(m) Discretionaw Account. Following any and all transfers required by subparagraphs (a)-(I) 
above, any amounts remaining in the Aviation Operating Fund, less the Airline Revenue Allocation shall 
be deposited in the Discretionary Account to be used at the written direction of the City for any Airport 
System purposes. 

Application of PFC Revenues 

The PFCs shall be deposited, upon receipt, in the Aviation Capital Fund; the amount of the 
Pledged PFC Revenues pledged to the 2010D Bonds shall, subject to the transfers to the respective 
Sinking Funds for the 1998B Bond and the 2001A Bond, be transferred therefrom, at least semiannually, 
and deposited in the Sinking fund for the 2010D Bonds. 

Sinking Fund Reserve Account 

Under the General Ordinance, the City is required to maintain a parity Sinking Fund Reserve 
Account within the Sinking Fund known as the Parity Sinking Fund Reserve Account. The City is 
required to maintain an aggregate balance in the Parity Sinking Fund Reserve Account for all Airport 
Revenue Bonds which are to be secured by the Parity Sinking Fund Reserve Account, equal to the lesser 
of (a) the greatest amount of Debt Service Requirements on Airport Revenue Bonds payable in any one 
Fiscal Year, determined as of any particular date, or (b) the maximum amount permitted by the Internal 
Revenue Code of 1986, as amended (the "Code"), to be maintained without yield restriction for bonds, 
the interest on which is not includable in gross income for Federal income tax purposes; provided, 
however, that additional Airport Revenue Bonds may be secured by a Non-Parity Sinking Fund Reserve 
Account under certain circumstances. See APPENDIX IV - "SUMMARY OF CERTAIN 
AUTHORlZATlONS FOR THE 2010 BONDS - The Amended and Restated General Alrport Revenue 
Bond Ordinance - Summary of Operative Provisions of the General Ordinance - Establishment of Funds 
and Accounts." 

In the event that the moneys in the Debt Service Account of the Sinking Fund are insufficient to 
pay as and when due, the principal of (and premium, if any) or interest on any Airport Revenue Bonds or 
other obligations payable from the Debt Service Account then due (including any amounts payable out of 
the Sinking Fund under Swap Agreements), the Fiscal Agent is authorized and directed (i) with respect to 
Airport Revenue Bonds secured by the Parity Sinking Fund Reserve Account, to withdraw an amount 
equal to the deficiency from the Parity Sinking Fund Reserve Account, and use such amount to pay debt 
service on the Airport Revenue Bonds secured thereby, and (ii) with respect to Airport Revenue Bonds 
secured by a Non-Parity Sinking Fund Reserve Subaccount, to withdraw an amount equal to the 
deficiency from such Non-Parity Sinking Fund Reserve Subaccount and use such amount to pay debt 
service on the Airport Revenue Bonds secured thereby. If by reason of such withdrawal or for any other 
reason there is a deficiency in the Sinking Fund Reserve Account or any subaccount thereof, the City has 
covenanted to restore such deficiency promptly &om Project Revenues, in no event later than the next 
interest payment date for Airport Revenue Bonds outstanding under the General Ordinance. 

Any moneys in the Sinking Fund Reserve Account or any subaccount thereof in excess of the 
applicable Sinking Fund Reserve Requirement shall be transferred on an annual basis to the Debt Service 
Account of the Sinking Fund at the written direction of the City. 

Under the General Ordinance, in lieu of the required deposits into the Sinking Fund Reserve 
Account, the City may cause to be deposited in such Account an unconditional and irrevocable surety 
bond, an insurance policy or an irrevocable letter of credit in the required amount; provided that such 
surety bond, insurance policy or irrevocable letter of credit, or the issuer thereof (as applicable), at least 
meets the credit ratings' threshold prescribed in the General Ordinance. 



Upon the issuance and delivery of the 1998B Bond, an irrevocable surety bond was obtained to 
satisfy the funding requirement for the Parity Sinking Fund Reserve Account ("Parity Sinking Fund 
Reserve Requirement"). Due to the deterioration of the credit rating of the provider of such surety bond, 
the City entered into an agreement with Wells Fargo Bank, N.A. (as successor to Wachovia Bank, 
National Association) whereby Wells Fargo Bank, N.A. issued a letter of credit which is available to be 
drawn upon in the event that the provider of the surety bond fails to honor a demand for payment pursuant 
to the terms of the surety bond. The letter of credit issued by Wells Fargo Bank. N.A. has an expiration 
date of June 6,201 1. 

Upon the issuance and delivery of the 2005A Bonds, the City delivered to the Fiscal Agent an 
unconditional and irrevocable surety bond issued by MBIA Insurance Corporation ("MBL4") to satisfy 
the Parity Sinking Fund Reserve Requirement. As a result of the deterioration of the credit rating of the 
surety bond provider on April 13,2009, the City made a cash deposit in an amount sufficient to meet the 
Parity Sinking Fund Reserve Requirement. 

The City delivered to the Fiscal Agent on December 23,2008, a Sinking Fund Reserve Letter of 
Credit issued by TD Bank, N.A., which was deposited into the Parity Sinking Fund Reserve Account to 
satisfy the Parity Sinking Fund Reserve Requirement . Such Letter of Credit expires December 23,201 1. 

Upon issuance and delivery of the 2007A Bonds and the 2007B Bonds (the "2007 Bonds"), the 
City delivered to the Fiscal Agent a reserve fund surety policy issued by Financial Security Assurance 
Inc. (the insurer of the 2007 Bonds) to satisfy the Parity Sinking Fund Reserve Requirement. 

With respect to the 2009A Bonds, the Parity Sinking Fund Reserve Requirement was satisfied by 
a cash deposit, from proceeds of the 2009A Bonds, to the Sinking Fund Reserve Account. 

As of July 31, 2010, the Parity Sinking Fund Reserve Requirement is $108,248,513, of which 
$32,484,956 is funded with cash or cash equivalents and $75,763,557 with surety bonds or other Credit 
Facilities. 

Upon issuance and delivery of the 2010 Bonds, the Parity Sinking Fund Reserve Requirement 
will be $121,107,512, of which $45,343,955 will be funded with cash or cash equivalents and 
$75,763,557 with surety bonds or other Credit Facilities. 

Renewal Fund 

The General Ordinance establishes a renewal fund (the "Renewal Fund") in the amount of 
$2,500,000 (the "Renewal Fund Requirement"). The amount required to be maintained in the Renewal 
Fund may be increased or decreased from time to time as determined by the Consultant. The Renewal 
Fund is maintained by the Fiscal Agent and, under the General Ordinance, may be used (i) to pay the cost 
of major repairs, renewals and replacements of Airport System facilities for purposes of meeting 
unforeseen contingencies and emergencies arising from the operation of the Airport System, (ii) to pay 
expenses chargeable as Operating Expenses if Project Revenues are insufficient, for whatever reason, to 
cover such Operating Expenses in any Fiscal Year, (iii) to pay debt service on Airport Revenue Bonds, or 
(iv) to repay any loan from the Aviation Capital Fund to the Aviation Operating Fund, in accordance with 
the requirements of the General Ordinance. If the amount in the Renewal Fund drops below the Renewal 
Fund Requirement, such deficiency must be restored by regular quarterly deposits from Project Revenues 
which shall not be required to exceed the total of $500,000 in any Fiscal Year. If the moneys and 
investments in the Renewal Fund are in excess of the Renewal Fund Requirement, the amount of such 
excess, on order of the Director of Finance, shall be paid over by the City to the Debt Service Account of 
the Sinking Fund, to be used and applied as are all other moneys deposited in or on deposit therein. 

Rate Covenant 

The City covenants with the holders of the 2010 Bonds, that it will, at a minimum, impose, 
charge and recognize as revenues in each Fiscal Year such rentals, charges and fees as shall, together with 



that portion of the Aviation Operating Fund balance attributable to Amounts Available for Debt Service 
and carried forward at the beginning of such Fiscal Year and together with all other Amounts Available 
for Debt Service to be received in such Fiscal Year, be equal to not less than the greater of: 

(a) the sum of: (i) all Net Operating Expenses payable during such Fiscal Year; (ii) 150% of 
the amount required to pay the Debt Service Requirements during such Fiscal Year; (iii) the amount, if 
any, required to be paid into the Sinking Fund Reserve Account during such Fiscal Year: and (iv) the 
amount, if any, required to be paid into the Renewal Fund during such Fiscal Year; or 

(b) the sum of (i) all Operating Expenses payable during such Fiscal Year, and; (ii) (A) all 
Debt Service Requirements during such Fiscal Year, (B) all Debt Service Requirements during such 
Fiscal Year in respect of all outstanding General Obligation Bonds issued for improvements to the Airport 
System and all outstanding NSS General Obligation Bonds issued for improvements to the Airport 
System, (C) all the Debt Service Requirements during such Fiscal Year on Subordinate Obligations and 
any other subordinate indebtedness secured by any Amounts Available for Debt Service; (D) amounts 
required to repay loans among the funds made pursuant to Section 4.05(c) of the General Ordinance; 
(E) the amount, if any, required to be paid into the Sinking Fund Reserve Account or Renewal Fund 
during such Fiscal Year and (F) all amounts required to be paid under Exchange Agreements. 

For a further discussion of the funds and accounts, priority of payment, the Rate Covenant, the 
Alternative Rate Covenant which may be elected by the City, and other provisions of the General 
Ordinance, see APPENDIX IV - "SUMMARY OF CERTAIN AUTHORIZATIONS FOR THE 2010 
BONDS - The Amended and Restated General Airport Revenue Bond Ordinance." 

Certain Provisions of General Ordinance Effective Upon City Election and Certain Consents 

The City may elect an alternative rate covenant in lieu of the Rate Covenant (the "Alternative 
Rate Covenant"), upon the conveyance of all or substantially all of the City's right, title and interest in the 
Airport System, the occurrence of other certain circumstances and the consent of certain parties, all as set 
forth in the General Ordinance. As of the date hereof, the City has no plans to elect the Alternative Rate 
Covenant, however, the City may elect the Alternative Rate Covenant in the future. For additional 
information about the City's election and calculation of the Alternative Rate Covenant, see APPENDIX 
IV - "SUMMARY OF CERTAIN AUTHORIZATIONS FOR THE 2010 BONDS - The Amended and 
Restated General Airport Revenue Bond Ordinance - Conveyance of System and Assignment, 
Assumption and Release of Obligations - Alternative Rate Covenant." 

Issuance of Additional Airport Revenue Bonds 

The General Ordinance permits the issuance of Additional Bonds which, except as otherwise 
provided in the General Ordinance, will be equally and ratably secured with the 2010 Bonds and all other 
outstanding parity bonds issued under andior subject to the General Ordinance. Additional Bonds may be 
issued under the General Ordinance to pay the costs of Projects relating to the Airport System, to 
reimburse the City for the prior payment of such costs, to fund any such costs for which the City shall 
have outstanding obligations, to refund bonds of the City previously issued for such purposes or to 
finance other costs relating to the Airport System permitted under the Act; provided that, among other 
requirements, in each case other than certain refundings of bonds, the City obtains reports of the 
Consultants stating, among other things, that (i) for either the immediately preceding Fiscal Year of the 
City, or any period of 12 full consecutive months during the 18-month period preceding the delivery of 
the Consultants' reports, the Airport System yielded pledged Amounts Available for Debt Service, 
sufficient to satisfy the Rate Covenant, (ii) the Airport System will, in the opinion of the Consultant, yield 
pledged Amounts Available for Debt Service for each of the five Fiscal Years (or three Fiscal Years in the 
event that the Consultant is professionally unable to provide an opinion for a period in excess of three 
Fiscal Years) ended immediately following the issuance of the 2010 Bonds, sufficient to comply with the 
Rate Covenant, and (iii) a statement that the Airport System is in good operating condition or that 



adequate steps are being taken to return the Airport System to good operating condition. For a d~scussion 
of the issuance and assumption of additional Bonds under the General Ordinance, see APPENDIX IV - 
"SUMMARY OF CERTAIN AUTHOREATIONS FOR THE 2010 BONDS - The Amended and 
Restated General Airport Revenue Bond Ordinance - Summary of Operative Provisions of the General 
Ordinance - Conditions of and Provisions Relating to Issuing Bonds." 

Authorization for Possible Transfer of Airport System 

The General Ordinance provides that, under certain circumstances, the City has the ability to 
transfer the Airport System to a municipal authority created pursuant to the Municipality Authorities Act. 
or to an authority created pursuant to other authorizing legislation or to another entity which will assume 
all of the obligations evidenced by the bonds outstanding under the Ordinances, including the 2010 
Bonds. See APPENDIX IV - "SUMMARY OF CERTAIN AUTHORIZATIONS FOR THE 2010 
BONDS - The Amended and Restated General Airport Revenue Bond Ordinance - Summary of 
Operative Provisions of the General Ordinance - Conveyance of System and Assignment, Assumption 
and Release of Obligations" for a summary of the conditions which must be satisfied prior to any such 
transfer. 

SOURCES OF PROJECT REVENUES UNDER THE GENERAL ORDINANCE 

Airport-Airline Use and Lease Agreements 

General. 

Through June 30, 2006, the principal airlines sewing the Airport operated under the terms of the 
Airline-Airport Use and Lease Agreement (the "Prior Airline Agreement") that established procedures for 
the annual review and adjustment of airline rentals, fees, and charges so that the Airport System yielded 
Amounts Available for Debt Service at least sufficient to comply with the Rate Covenant. 

Between July 1, 2006 and June 30, 2007, all airlines serving the Airport operated under an 
Airport Rates and Charges Regulation (the "Regulation") adopted by the City on June 16, 2006. Since 
July 1, 2007, the City and the principal airlines serving the Airport have operated under the terms of a 
new Airport-Airline Use and Lease Agreement (the "Airline Agreement") to succeed the Prior Airline 
Agreement. The Airline Agreement has been executed by airlines accounting for substantially all of the 
landed aircraft weight at the Airport. The procedures in the Airline Agreement for setting airline rentals, 
fees, and charges are such as to ensure continued compliance with the Rate Covenant. The Airline 
Agreement expires June 30,201 1, unless earlier terminated as provided therein. The Division of Aviation 
expects that negotiations for a new Airline Agreement will begin later this fall. In the absence of a new 
Airline Agreement, the City has the power and authority to establish, charge and collect air carrier rates 
and charges by ordinance. subject to satisfaction of requirements of federal law. 

There follows a summary of certain provisions of the Airline Agreement. This summary is in all 
respects subject to and qualified by the complete, definitive form of the Airline Agreement in its entirety, 
copies of which are available from the Office of the Director of Finance at the address set forth under the 
heading "ADDITIONAL INFORMATION herein. Certain capitalized terms in this summary are as 
defined in the Airline Agreement. 

See APPENDIX IV - "SUMMARY OF CERTAIN AUTHORIZATIONS FOR THE 2010 
BONDS" for a more detailed description of the provisions of the Airline Agreement. 

Cost Centers 

For purposes of developing rentals, fees and charges under the Airline Agreement, the Airport 
System has been divided into the following cost centers to which all revenues, expenses, and debt sewice 
on Airport Revenue Bonds are allocated. Under the Airline Agreement, each Signatory Airline agrees 
that, pursuant to the Authorizing Legislation (as defined therein), which includes the General Ordinance, 



the City shall impose, charge and collect and the Signatory Airline agrees to pay such rental charges and 
fees as may be required pursuant to the Authorizing Legislation (including the Rate Covenant). 

Effective July 1, 2007, all revenues derived from such cost centers are Project Revenues under 
the General Ordinance. 

Tennind Area. Revenues from the Terminal Building consist of concession revenues, Terminal 
Rentals, International Common Use Area Revenues, and miscellaneous revenues. 

Airfiehi Area, Other Buildings and Area, and Northeast Philadelphia Airport. Revenues from 
the Area, Other Buildings and Areas, and Northeast Philadelphia Airport consist 
of landing fees, site rentals, fuel flowage fees, concession fees and other direct charges. 

Ramp Areas. Revenues from the Ramp Areas consist of charges for use of aircraft parking 
ramps. 

Outside Termid Area Parking revenues and other revenues generated by or allocable to the 
Outside Terminal Area Cost Center historically were excluded from Project Revenues. 
Effective July 1,2007, all such revenues are pledged and constitute Project Revenues for 
purposes of the General Ordinance. Outside Terminal Area revenues comprise net 
parking revenues, certain rental car revenues, certain ground transportation revenues, and 
revenues from a hotel. 

Airport Services. Revenues from Airport Services consist of revenues not directly accounted for 
in the other Cost Centers. Expenses associated with Airport Services are allocated to the 
other Cost Centers based on the proportionate share of Operating Expenses and Non- 
Airline Revenues directly allocated to each such Cost Center. 

Adiustment of Rentals, Fees, and Charges. 

The Airline Agreement provides for the periodic adjustment of Landing Fee Rates, Terminal 
Rentals, International Common Use Area Fees, Ramp Area Rentals, and other charges, normally in 
connection with the City's budgeting process to allow for variations in revenues, expenses, and fund 
requirements. Fund requirements include those amounts required to maintain balances in the Bond 
Redemption and Improvement Account and O&M Account. 

Landine Fee Rates. 

Signatory Airline Landing Fees are calculated according to a multiple cost-center residual 
methodology to recover the net costs of the Airf~eld Area, Other Buildings and Areas, and Northeast 
Philadelphia Axport cost centers. The Airfield Area Requirement is calculated by summing all estimated 
debt service requirements, operating expenses, and fund requirements allocable to the three cost centers 
and deducting (i) all estimated revenues for the three cost centers from sources other than Landing Fees, 
(ii) any Airline Revenue Allocation, equal to 50% of any net revenues of the OTA Cost Center in excess 
of $7.0 million from the prior Fiscal Year, and (iii) 2% of the operating costs of the Airfield Area 
included in Ramp Area Rentals. The residual amount is divided by the landed weight of the Signatory 
Airlines to derive the required Airline Landing Fee rate per 1,000 pounds of landed weight. 

Terminal Rentals and International Common Use Area Fees. 

Terminal Building Rentals are calculated to ensure that all debt service requirements, operating 
expenses, and fund requirements allocable to the Terminal Building are recovered according to a cost- 
center residual rate calculation methodology. 



For use of the international terminal facilities, the City collects from the airlines Federal 
Inspection Services ("FIS") Area charges, departure and arrival gate use fees, and space rentals for leased 
areas. The FIS Area includes space for customs, border protection, and immigration inspection offices; 
inbound baggage and international baggage claim facilities; and a pro rata share of public space. FIS 
Area charges are calculated by dividing the total cost of FIS space by the number of deplaning passengers 
using the FIS facilities. 

Ramp Area Rentals. 

Ramp Area Rentals are calculated to ensure that all debt service requirements, operating 
expenses, and fund requirements allocable to the Ramp Area are recovered according to a modified cost- 
center residual rate calculation methodology. While no operating expenses are directly assigned to the 
Ramp Area. 2% of the operating expenses of the Airfield Area are included in the calculation of Ramp 
Area Rentals. 

Non-Sienatorv Airline Rentals, Fees, and Charges. 

Non-Signatory Airlines are required to pay amounts equal to 115% of the calculated Signatory 
Airline Landing Fee Rate, Terminal Rentals, International Common Use Area Fees, and Domestic 
Common Use Area Fees. 

Operatine Budget. 

The Aviation Operating Fund budget is developed annually by the City to provide sufficient 
appropriations for the payment of all operating expenses and debt service payments projected for the 
Airport System for the ensuing Fiscal Year and satisfaction of the Rate Covenant. The budget, together 
with all other operating budgets of the City, is submitted by the Mayor to City Council for adoption at 
least 90 days prior to the beginning of such Fiscal Year. 

Annual Adiustment. 

On the basis of the Aviation Operating Fund budget and the applicable Rate Covenants prescribed 
in the General Ordinance, the City computes the rates and charges which it regards as necessary for the 
ensuing Fiscal Year. Under the Airline Agreement, the City must provide such computations to the 
Signatory Airlines no less than 45 days. and hold a consultation meeting no less than 30 days, prior to 
implementation of the adjustment. 

Mid-Year Adiustment. 

Additional provisions permit adjustments during any Fiscal Year in the event the City estimates a 
substantial (10% or more) decrease in revenues or increase in expenses. Under the Airline Agreement, 
the City must hold a consultation meeting with the Signatory Airlines no less than 30 days prior to any 
such mid-year adjustment. The City has not estimated that a mid-year adjustment is necessary for Fiscal 
Year 201 1 as a result of the issuance of the 2010 Bonds. 

Maioritv-in-Interest A~prova l  of Capital Expenditures 

Under the Airline Agreement, Capital Expenditures are deemed approved by the Signatory 
Airlines unless they are specifically disapproved by a Majority-in-Interest. For projects affecting 
Terminal Area rentals, fees. and charges, Majority-in-Interest is defined as more than 50% plus one in 
number of the Signatory Airlines that together accounted for more than 50% of the passengers enplaned at 
the Airport during the preceding calendar year. For projects affecting Airfield Area fees and charges, 
Majority-in-Interest is defined as more than 50% plus one in number of the Signatory Airlines that 
together accounted for more than 50% of landed weight at the Airport during the preceding calendar year. 
Majority-in-Interest approval obligates the Signatory Airlines to pay rentals, fees, and charges as required 
to enable the City to comply with the Rate Covenant. 



Accommodafion of Airlines 

The Airline Agreement provides the basis for the use and lease of the Airport's terminals, aprons, 
and other areas. Under the Prior Airline Agreement, most of the gates at the Airport were leased to 
airlines for their exclusive use. Under the Airline Agreement, to promote the high utilization of gates, all 
gates are being leased on a preferential-use basis or assigned on a common-use basis. 

The Airline Agreement contains provisions obligating each Signatory Airline to accommodate the 
proposed operations of another airline at such Signatory Airline's preferential-use premises under certain 
circumstances if (i) the City cannot accommodate the existing or proposed operations of the requesting 
airline (either a Signatory Airline or Non-Signatory Airline) on a common-use gate, and (ii) the use by the 
requesting airline would not interfere with a Signatory Airline's operations. 

If the requesting airline's operations cannot be accommodated at a Signatory Airline's 
preferential-use premises, the Airline Agreement also provides for the reallocation of leased gates and 
other terminal areas to provide facilities for lease to a requesting airline or for additional common-use 
gates. The City may reallocate a portion of any Signatory Airline's leased premises according to 
specified procedures if such Signatory Airline does not maintain certain minimum use requirements. The 
minimum use requirement ranges between 4.25 departures per gate per day for a Signatory Airline leasing 
only one gate to 5 departures per gate per day for Signatory Airlines leasing four or more gates. 

Certain Other Revenues 

Some air carriers operating at the Airport are governed by duly promulgated regulations of the 
Department of Commerce of the City, rather than pursuant to written agreements. Certain of these 
carriers are not tenants and, whether scheduled or nonscheduled, their operations at the Aiiort  do not 
warrant the undertaking of the obligations imposed upon carriers entering into written agreements. 
Pursuant to the Airline Agreement, rates and charges paid by such carriers may not be less than the rates 
and charges paid by the Signatory Airlines. 

Users of the Airport other than Signatory Airlines and other air carriers include providers of 
aviation services, such as ground handlers, fixed base operators, fuelers and in-flight kitchen operators. 
Concessionaires provide services and products to passengers and visitors, and include, among other 
things, restaurant and fast-food service, newsstands and gift shops, rental cars, taxi and limousine and 
other forms of ground transportation and on-Airport and off Auport parking. See "Philadelphia Parking 
Authority" below. Lease and license agreements with the providers of these products and services 
provide the Airport with rentals and concession revenues. 

Philadelphia Parking Authority 

The Philadelphia Parking Authority ("PPA") was established by City of Philadelphia ordinance in 
1950 pursuant to the Pennsylvania Parking Authority Law, P.L. 458, No. 208 (June 5, 1947). Various 
statutes, ordinances, and contracts authorize PPA to plan, design, acquire, hold, construct, improve, 
maintain, and operate, own or lease land and facilities for parking in the City, including such facilities at 
the Airport; and to administer and enforce City on-street parking regulations for the City through an 
Agreement of Cooperation (the "Agreement of Cooperation") with the City. 

Revenues under the Ground Lease with the Philadel~hia Parkine Authoritv 

The PPA owns and operates five parking garages at the Auport, as well as operating a number of 
surface parking lots at the Airport. The land on which these garages and surface lots are located is leased 
from the City, acting through the Department of Commerce, Division of Aviation, pursuant to a lease that 
extends to December 31, 2030 or such time all bonds issued under PPA's bond indenture have been 
retired (the "Ground Lease"). The Ground Lease provides for payment of rent to the City (the "Rental 
Payment"), which is equal to gross receipts less operating expenses, debt service on PPA's bonds issued 
to finance improvements at the Auport and reimbursement to PPA for capital expenditures and prior year 



operating deficits relating to its Airport operations, if any. The Rental Payments that were transferred 
from the PPA to the City's Aviation Operating Fund as rent on June 30, 2007, 2008 and 2009 were 
$33,184,918, $33,570,037 and $31,239,909, respectively. The decline in 2009 resulted from a decrease in 
the number of originating passengers. 

One component of operating expenses is PPA's administrative costs. In 1999, at the request of 
the Federal Aviation Administration ("FAA"), PPA and the City entered into a letter agreement (the 
"FAA Letter Agreement") which contained a formula for calculating PPA's administrative costs and 
capped such administrative costs at 28% of PPA's total administrative costs throughout all its revenue 
centers. (PPA owns and operates parking facilities at a number of non-Airport locations in the City. 
These parking facilities are revenue centers for purposes of the FAA Letter Agreement.) According to the 
Division of Aviation, audited financial statements of PPA submitted to the City show that PPA bas been 
in compliance with the FAA Letter Agreement since its execution. 

BOND INSURANCE 

Bond Insuraoce Policy 

Concurrently with the issuance of the Insured Bonds, Assured Guaranty Municipal C o p  
(formerly known as Financial Security Assurance Inc.) ("AGM") will issue its Municipal Bond Insurance 
Policy for the Insured Bonds (the "Policy"). The Policy guarantees the scheduled payment of principal of 
and interest on the Insured Bonds when due as set forth in the form of the Policy included as Appendix 
VIII to this Official Statement. 

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

Assured Guaranty Municipal Corp. (formerly known as Financial Security Assurance Inc.) 

AGM is a New York domiciled financial guaranty insurance company and a wholly owned 
subsidiary of Assured Guaranty Municipal Holdings Inc. ("Holdings"). Holdings is an indirect subsidiary 
of Assured Guaranty Ltd. ("AGL"), a Bermuda-based holding company whose shares are publicly traded 
and are listed on the New York Stock Exchange under the symbol "AGO. AGL, through its operating 
subsidiaries, provides credit enhancement products to the US.  and global public finance, infrastructure 
and structured fmance markets. No shareholder of AGL, Holdings or AGM is liable for the obligations of 
AGM. 

Effective November 9, 2009, Financial Security Assurance Inc. changed its name to Assured 
Guaranty Municipal Corp. 

AGM's financial strength is rated "AA+" (stable outlook) by Standard and Poor's Ratings 
Services, a Standard & Poor's Financial Services LLC business ("S&P) and "Aa3" (negative outlook) by 
Moody's Investors Service, Inc. ("Moody's"). On February 24, 2010, Fitch, Inc. ("Fitch"), at the request 
of AGL, withdrew its "k4" (Negative Outlook) insurer financial strength rating of AGM at the then 
current rating level. Each rating of AGM should be evaluated independently. An explanation of the 
significance of the above ratings may be obtained from the applicable rating agency. The above ratings 
are not recommendations to buy, sell or hold any security, and such ratings are subject to revision or 
withdrawal at any time by the rating agencies, including withdrawal initiated at the request of AGM in its 
sole discretion. Any downward revision or withdrawal of any of the above ratings may have an adverse 
effect on the market price of any security guaranteed by AGM. AGM does not guarantee the market price 
of the securities it insures, nor does it guarantee that the ratings on such securities will not be revised or 
withdrawn. 



Current Financial Strength Ratings 

On October 25, 2010, S&P published a Research Update in which it downgraded AGM's 
counterparty credit and financial strength rating from "MA" (negative outlook) to "AA+" (stable 
outlook). Reference is made to the Research Update, a copy of which is available at 
w.standardandpoors.com, for the complete text of S&P's comments. 

In a press release dated February 24, 2010, Fitch announced that, at the request of AGL, it had 
withdrawn the "AA" (Negative Outlook) insurer f i n c i a l  strength rating of AGM at the then current 
rating level. Reference is made to the press release, a copy of which is available at 
www.fitchratings.com, for the complete text of Fitch's comments. 

On December 18, 2009, Moody's issued a press release stating that it had affirmed the "Aa3" 
insurance financial strength rating of AGM, with a negative outlook. Reference is made to the press 
release, a copy of which is available at www.moodys.com, for the complete text of Moody's comments. 

There can be no assurance as to any further ratings action that Moody's or S&P may take with 
respect to AGM. 

For more information regarding AGM's financial strength ratings and the risks relating thereto, 
see AGL's Annual Report on Form 10-K for the fiscal year ended December 3 1,2009, which was filed by 
AGL with the Securities and Exchange Commission (the "SEC") on March 1, 2010, AGL's Quarterly 
Report on Form 10-Q for the quarterly period ended March 31, 2010, which was filed by AGL with the 
SEC on May 10,2010, and AGL's Quarterly Report on Form 10-Q for the quarterly period ended June 
30,2010, which was filed by AGL with the SEC on August 9,2010. 

Capitalization of AGM 

At June 30, 2010, AGM's consolidated policyholders' surplus and contingency reserves were 
approximately $2,264,680,337 and its total net unearned premium reserve was approximately 
$2,259,557,420, in each case, in accordance with statutory accounting principles. 

Incorporation of Certain Documents by Reference 

Portions of the following documents filed by AGL with the SEC that relate to AGM are 
incorporated by reference into this Official Statement and shall be deemed to be a part hereof: 

(i) The Annual Report on Form 10-K for the fiscal year ended December 31,2009 (which 
was filed by AGL with the SEC on March 1,2010); 

(ii) The Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2010 
(which was filed by AGL with the SEC on May 10,2010); and 

(iii) The Quarterly Report on Form 10-Q for the quarterly period ended June 30,2010 (which 
was filed by AGL with the SEC on August 9,2010). 

All information relating to AGM included in, or as exhibits to, documents filed by AGL pursuant 
to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, after the filing of the last 
document referred to above and before the termination of the offering of the Bonds shall be deemed 
incorporated by reference into this Official Statement and to be a part hereof from the respective dates of 
filing such documents. Copies of materials incorporated by reference are available over the internet at the 
SEC's website at http://www.sec.gov, at AGL's website at http://w.assuredguaranry.com, or will be 
provided upon request to Assured Guaranty Municipal Corp. (formerly known as Financial Security 
Assurance Inc.): 31 West 52nd Street, New York, New York 10019, Attention: Communications 
Department (telephone (212) 826-0100). 



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

AGM makes no representation regarding the Bonds or the advisability of investing in the Bonds. 
In addition, AGM has not independently verified, makes no representation regarding, and does not accept 
any responsibility for the accuracy or completeness of this Official Statement or any information or 
disclosure contained herein, or omitted herefrom, other than with respect to the accuracy of the 
information regarding AGM supplied by AGM and presented under the heading "BOM) INSURANCE. 

THE AIRPORT SYSTEM 

General 

The Aiiort System consists of the Airport and the Northeast Philadelphia Airport and is owned 
by the City and operated by the Division of Aviation of the City's Department of Commerce. 

The City is classified as a large air traffic hub by the Federal Aviation Administration (the 
"FAA"). Accordimg to the Airport Council International, in calendar year 2009, the Airport was ranked 
18th in passenger traffic among U.S. airports and served a total of approximately 30.7 million passengers. 
Origin-destination traffic for Fiscal Year 2009 accounted for approximately 57% of annual passengers, 
with the remaining 43% being passengers who connected between flights. For information on airline 
market share, passenger enplanements, airline landed weight and historical and projected airline traffic 
activity at the Airport, see APPENDIX I1 - "REPORT OF THE AIRPORT CONSULTANT DATED 
OCTOBER 19, 2010 - Airline Traffic Analysis." 

Management of the Airport System 

The Chief Executive Officer, Mark Gale, is responsible for the operation of the Division of 
Aviation. As of June 30, 2010, there were approximately 1,000 persons employed by the City at the 
Airport. 

Airport System operations are conducted under the supervision of the following members of the 
Division of Aviation Staff: 

Mark Gale. Chief Executive Officer. On December 18, 2009, Mr. Gale was appointed by 
Mayor Nutter as Chief Executive Officer (CEO) of Philadelphia International Airport (PHL). As CEO, 
Mr. Gale serves as the City's chief representative in local, state, national and international affairs, in 
marketing the Airport and improving air service. In this capacity, he is responsible for directing the 
development, planning and administration of all the activities of the City's Division of Aviation, 
including Philadelphia International Airport, Northeast Philadelphia Airport. Mr. Gale served as Acting 
Director of Aviation from January 2009 to his appointment as CEO. Prior to being named Acting Director 
of Aviation, Mr. Gale was Deputy Director of Aviation for Operations and Facilities since 2000. As 
Deputy Director, Mr. Gale led a group of managers directing the day-to-day critical airport functions, 
including all airport operations, safetylsecurity, information technology, engineering design and 
construction, emergency plans, snow removal, and rules and regulations development. From 1996 to 
2000, he served as the Airports Operations Manager before being appointed Deputy Director. 

Mr. Gale originally began his career at the Airport in 1985 as an intern. After graduation, he 
returned to the Airport in 1989 and has held a variety of positions during his tenure. Mr. Gale holds a 



Bachelors degree in Aeronautical Studies fiom Embry-Riddle Aeronautical University. He is an 
accredited member in the American Association of Airport Executives (AAAE) and also serves on 
AAAEs Board of Directors. Additionally, Mr. Gale currently serves as an Officer on the Board of 
Directors for the Aviation Council of Pennsylvania as well as the Philadelphia Convention and Visitors 
Bureaus Board of Directors Executive Committee and its International Committee. 

Christine Derenick-Lo~ez. Chief of Staff. Christine Derenick-Lopez is the Chief of Staff at 
Philadelphia International Airport. Christine is responsible for overseeing the Airport's Marketing and 
Public Affairs unit, legislative affairs, strategic initiatives and serving as liaison to the City Law 
Department as well as assisting the CEO in a variety of Airport functions. She has more than 20 years of 
progressive public sector experience in human resources. Christine is currently serving as Philadelphia 
SHRM President-Elect. She also serves on the Hotel, Restaurant, Travel & Tourism Board, Philadelphia 
Academies Inc., as well as Airports Council International-North AmericaEIR Steering Committee. 
Christine earned her BS degree in Business Administration fiom Mansfield University and has been 
Professional Human Resources certified since 1999. 

Keith J. Brune. Acting Deputv Director of Aviation - Onerations and Facilities. Mr. Brune 
was appointed Acting Deputy Director of Operations and Facilities in 2009. He is responsible for all 
Operations, Security, Facilities Maintenance and Engineering. Mr. Brune started his career with 
Philadelphia International A i i r t  as an Airport Operations Officer in 1991. He has also held positions as 
Airport Operations Superintendent, Acting Facilities Maintenance Manager and Airport Operations 
Manager. He holds Bachelor of Science and Master of Aeronautical Science degrees fiom Embry-Riddle 
Aeronautical University and is an Accredited Airport Executive with the American Association of Airport 
Executives. Mr. Brune is a member of the Board of Directors for the Delaware County Transportation 
Management Association, a member of several committees for both the American Association of Airport 
Executives and Airports Council International and has been a speaker at national and international 
aviation conferences. He is also a former adjunct instructor of aviation classes for Embry-Riddle 
Aeronautical University and Drexel University. 

James Tvrrell. Deputv Director of Aviation - Property Management and Business 
Develonment. Mr. Tyrrell is responsible for the Property Management and overall Business 
Development functions for the Airport System. He joined the Division of Aviation in 1987 and served as 
the Airport Properties Manager fiom 1993 to 2001. He obtained his undergraduate degree (B.S. 
MarketingJManagement, 1982) &om Saint Joseph's University. Prior to joining the Airport he worked in 
commercial real estate as a site selector for a franchise company. 

Calvin M. Davenger. Jr, Deputv Director of Aviation - Plannine and Environmental 
Stewardship. Mr. Davenger started his aviation career at Philadelphia International Airport in 1991. He 
is responsible for directing the development of a comprehensive Airport Master Plan and an accelerated 
environmental review resulting in two Environmental Impact Statements. He is also responsible for 
ensuring that the Airport adheres to environmental regulatory measures and heads the Aipr t ' s  
Sustainability Initiative. MI. Davenger received a Bachelor of Science degree in Mechanical Engineering 
fiom the Pennsylvania State University (1971). He was licensed in 1976 as a Registered Professional 
Engineer in Pennsylvania and a Certified Member of the American Association of Airport Executives. 

Thomas J. Becker, Assistant Director of Aviation - Budget and Central Services. Mr. 
Becker is responsible for the Airport's operating budget, rates and charges, accounting and financial 
reporting activities. In addition, Mr. Becker manages airport human resources functions, including 
payroll, labor relations, safety, and training. As part of the operating budget process, Mr. Becker 
coordinates budget issues with other city departments that utilize Aviation funds. He also serves as the 
Airport Liaison with the Philadelphia Parking Authority (PPA) and Southeastem Pennsylvania 
Transportation Authority (SEPTA). Mr. Becker started to work for the City in 1984 and joined the 
Airport's accounting division in 1989. In 2001, he was appointed to his current position as Assistant 



Director and was selected as the Airport's Integrity Officer in 2007. Prior to joining the Airport, Mr. 
Becker served in various accounting and budget positions with the City's Accounting Bureau, Police 
Department and Office of Fleet Management. Mr. Becker earned a B.S. in Accounting from St. Joseph's 
University. 

Tracv S. Borda, Assistant Director of Aviation - Audits and Contract Management. Ms. 
Borda is responsible for managing the funding of Airport capital projects, including the issuance of 
airport revenue bonds and securing grants; directing the Airport's audit, risk management, procurement, 
contract management, materials management and disadvantaged business enterprise programs; and serves 
as the liaison with bond rating agencies, and financial and legal advisors. She joined the Division of 
Aviation in 1995 and served as the Airport's Contract Audit Supervisor and later as the Airport 
Administrative Manager before being appointed to her current position. Ms. Borda holds an MBA from 
Temple University. a B.S. in Finance from Penn State University, and is a licensed CPA. Prior to joining 
the Airport, she served on the staff of the Office of the City Controller as a municipal auditor. 

Description of the Airport 

The Airport was opened in 1940, is owned by the City and operated by the Division of Aviation, 
and serves residents of and visitors to a broad geographic area that includes portions of four states: 
Pennsylvania, New Jersey, Delaware and Maryland. The primary service region of the Airport consists of 
the Philadelphia and Wilmington Metropolitan Statistical Areas. The Airport is located partly in the 
southwestern section of the City and partly in the northeastern section of Delaware County 7.2 miles from 
center city Philadelphia. It is adjacent to Interstate 95 and is served by a commuter rail line with direct 
service to center city Philadelphia operated by the Southeastern Pennsylvania Transportation Authority 
("SEPTA"). 

Land. The Airport contains approximately 2,328 acres, which the City owns in fee simple - 
subject only to certain liens or encumbrances which do not interfere with the orderly operation of the 
Airport. 

Airtield. The airtield pavements consist of parallel runways 9L-27R and 9R-27L, crosswind 
runway 17-35 and commuter runway 8-26, together with interconnecting taxiways and aircraft parking 
aprons. The runway system is capable of handling the largest commercial aircraft currently operated by 
the Signatory Airlines. The current lengths and widths of runways comprising the runway system are set 
forth in the table below. 

Runway Length Width 

9R-27L 10,500' 200' 

9L-27R 9,500' 150' 

17-35 6,500' 150' 

8-26 5,000' 150' 

Passenger Terminals. The passenger terminal complex, located north of the main runways, 
comprises seven terminal units, each providing a concourse for aircraft loading and unloading; a landside 
building for passenger ticketing. check-in, and security screening; and (except in the case of Terminal F) a 
separate baggage claim building. The landside buildings and baggage claim buildings are served by 
separate curbside roadway systems. The terminal complex provides a total of approximately 3.1 million 
square feet of space and 124 aircraft parking positions and associated facilities (gates). 

Ticketing and baggage claim operations occupy the ground level and are served by ground level 
roadways. Airline operational facilities and baggage make-up areas are located on the ground level of the 



Terminal Building and in the concourses. While airline oftice space is provided adjacent to ticket counter 
locations or in concourses, there are also offices in the connectors, the Terminal B Tower and the 
Baggage Claim Buildings. Concessions are located throughout the public areas on two levels of the 
Terminal Building. 

All food, beverage and retail concessions in the terminal buildings are managed and operated 
under the Second Amended and Restated Master Lease, Development and Concession Agreement and 
Sub-sublease Development and Concession Agreement (collectively, the "Master Lease Agreement") 
between the City and Marketplace Redwood Limited Partnership which was executed in January 2001 
and extends through Fiscal Year 2013. The Master Lease Agreement provides for Marketplace Redwood 
to develop and manage Airport concessions showcasing national brands and local Philadelphia products. 
Approximately 130,000 square feet of space in the passenger terminals has been developed for 
concessions. 

Parkine and Outside Terminal Area. The Outside Terminal Area includes public parking 
facilities, certain ground transportation and rental car facilities, and an airport hotel. 

Public parking facilities, which are leased to and operated by the Philadelphia Parking Authority, 
consist of five multi-story garages and surface lots immediately north of the terminals (approximately 
12,000 spaces) and a surface lot remote from the terminal complex and served by shuttle buses 
(approximately 6,800 spaces). A 50-acre site north of the terminal complex, designated the Outside 
Terminal Area, accommodates the parking garages as well as a hotel, rental car storage and maintenance 
sites, commercial ground transportation, and other facilities. The parking garages and hotel are connected 
directly to the terminals by enclosed walkways. 

Seven car rental companies (Avis, Budget, Dollar, Enterprise, Hertz, National and Alamo) lease 
parking areas and areas adjacent to the baggage claim building for shuttle bus pickup and drop off. 
Although the car rental concessions are physically located in the Outside Terminal Area, the majority of 
the revenues payable by the car rental companies are Project Revenues. 

Parkway Corporation manages the Airport ground transportation system and provides for the 
orderly dispatch of taxicabs to and from the terminal baggage claim facilities and the sequencing of 
taxicabs in the Airport's taxicab holding area. An eight-zone system for delineating commercial traffic is 
in effect on the north and south sides of the baggage claim areas, which provides separate zones for 
SEPTA, rental car shuttles, parking shuttles, hotel shuttles, taxicabs, inter-terminal shuttles, limousine and 
shuttle van services and charter buses and courier services. The City imposes egress fees for commercial 
vehicles based upon the seating capacity. All commercial vehicles are subject to the fees and must pay to 
enter the commercial roadway at a tollbooth operated by Parkway Corporation. The only exception to the 
fees is for those operators who do not operate "for hire" (i.e., rental car courtesy vehicles, hotel courtesy 
vehicles and parking shuttle services). 

Host Marriott Corporation operates a 14-story hotel with approximately 419-rooms on 
approximately three acres leased from the City adjacent to the Terminals A-B parking garage. It features 
a restaurant, lounge and an approximately 7,000 square foot grand ballroom. 

General Aviation Facilities. Atlantic Aviation, a fixed based operator located at the easternmost 
end of the Philadelphia International Airport, services general aviation operations. This 29 acre facility, 
constructed and operated by Atlantic Aviation, opened in May 2000 with the following: an 8,800 square 
foot terminal building; two 24,000 square foot open hangars, a fuel farm consisting of two 20,000 gallon 
jet fuel tanks and one 10,000 gallon aviation gas tank and 18 acres of ramp space. 

Cargo and Other Facilities. Air cargo facilities are located in six major structures in and near 
Cargo City at the western end of the Airport. Facilities that constitute Cargo City consist of the 
following: American AirlinesLJnited Airlines, US Airways, two Aero Philadelphia buildings, Ridgely 
Group, AMBIAFCO Cargo West*Pac. UPS Air Cargo operates its east coast package handling and 



sorting hub from an approximately 675,000 square foot building located at the south eastern side of the 
Airport. 

US Ainuays operates an aircraft maintenance hangar and parking apron on 9.15 acres of land 
located in Cargo City. 

Hertz Rent-A-Car operates a maintenance facility located on 10 acres of land at the comer of 84th 
Street and Bartram Avenue. 

Northeast Philadelphia Airport 

Northeast Philadelphia Airport is located on a 1,150-acre site situated within the City limits about 
10 miles by road northeast of center city Philadelphia and provides for general aviation, air taxi and 
corporate, as well as occasional military use. 

The airport currently has no scheduled commercial service. In recent years, the airport has 
handled approximately 75,000 general aviation operations annually. There are 85 T-hangars and 9 
corporate hangars in use, and 6 open hangars for general aviation activities. 

General aviation fuel services for both propeller and jet aircraft as well as aircraft and avionics 
maintenance are available. There are approximately 210 general aviation aircraft based at Northeast 
Philadelphia Airport. 

Two fixed based operators service general aviation operations at the Northeast Philadelphia 
Airport. 

Atlantic Aviation is located on the southwest side of the airport. This facility opened in 2000 and 
consists of the following facilities: an 8,000 square foot terminal building, four open hangars totaling a 
combined 73,280 square feet, 65 T-hangars, a fuel farm consisting of two 15,000 gallon tanks, and 17 
acres of ramp space. 

The North Philadelphia Jet Center is located on the northeast side of the airport. The Jet Center 
opened in 1977 and has subsequently been renovated. The Jet Center includes a two-story 8,000 square 
foot terminal building, two open hangars totaling a combined 20,000 square feet, a fuel f m  consisting of 
four 10,000 gallon fuel tanks, and 20 T-hangars. 

Recently Completed and In Progress Capital Improvement Projects 

Following are the major capital projects, in addition to the 2010 Pmject, in the Airport System 
that have been or are expected to be completed in Fiscal Year 2008 through approximately Fiscal Year 
2013: 

Ex~ansion and Modernization of Terminals D and E. This project consists of a new 210,000 
square foot multi-level connector building between Terminals D and E, a 50,000 square foot addition to 
the Terminal E concourse which provided three additional passenger gates, a 11,000 square foot 
connector building between Bag Claims D and E, and various renovations to areas within the two 
terminals and the adjacent Thermal Plant. The first level of the new connector building will house a new 
baggage make-up area that will contain Explosive Detection Devices which would be operated by the 
Transportation Security Administration as part of an in-line baggage screening system. The second level 
includes a fourteen-lane passenger security screening area serving both terminals, and the third level 
houses Division of Aviation offices and space for an airline club. The combined security checkpoint 
was opened to the public in December 2008. The baggage claim renovations and the Hammerhead 
Expansion were completed in early 2010. The in-line Explosive Detection System checked baggage is 
scheduled for completion in 201 1. The total estimated cost of the D-E project is currently $341 million. 

Terminal A East Im~rovements. This project consists of various improvements to the terminal 
building and concourse of Terminal A-East to make it fully compatible with the newer adjacent 
international terminal (A-West). The first phase of the work, which included conversion of space 



formerly occupied by FIS agencies to new uses, creation of a new seven-lane security checkpoint, and 
upgrading the fire alarm and fire protection systems, has been completed Under the other phases, work 
will also take place in the ticketing area, concourse and other related spaces, and will include new doors, 
flooring, ceilings, and lighting and upgrading of mechanical and electrical systems. Also, the outbound 
baggage handling system will be modified to provide an in-line Explosive Detection System ("EDS") for 
checked baggage. Completion of building renovations is 96% as of July 31, 2010 with the in-line EDS 
scheduled for 2013. The total estimated cost of the Terminal A East project is $78 million. 

Other Terminal Building Im~rovements. Recently completed projects include major 
upgrading of the Security Controlled Access System, major improvements to the fire suppression systems 
at various locations in the terminal complex, and the tirst phase of the installation of a new Flight 
Information Display System ("FIDS"). The total cost of these projects was $19 million. The second 
phase of the FIDS project was completed in 2009. The cost of this project was $8 million. 

Extension of Runwav 17-35. The north-south runway was extended from 5,460 feet to 6,500 
feet to accommodate larger aircraft. The project included new airfield lighting, extension of adjacent 
taxiways and substantial modifications of nearby roadways and parking facilities. Construction work was 
completed early 2009. The approximate cost of the runway extension was $70 million. 

Other Airfield Area Im~rovements. Various projects have been in progress to renovate and 
upgrade existing airfield facilities. The resurfacing of runway 17-35 was completed in 2004 with an 
approximate cost of $6.5 million. A Surface Movement Guidance and Control System ("SMGCS") which 
enhances safety on the Airfield was completed in 2006 at a total cost of $8.5 million. The aircraft parking 
aprons in the vicinity of Terminals D and E and in the Cargo City area are being replaced through multi- 
year construction programs. The work in those two areas is estimated to have a total cost of $60 million. 
With approximately 40% of the work completed to date, total completion is scheduled for 201 1. Also 
work is underway to reconstruct several taxiways, and final design is underway for the reconstruction of 
the Airport's longest runway (9R-27L). The estimated cost for these runwayltaxiway projects is $50 
million with completion scheduled for 201 1. 

Em~lovee Parking Lot Ex~ansion. Approximately 16 acres of land adjacent to the existing 
employee parking lot were acquired in order to provide an additional 1,400 parking spaces. The work 
included grading, paving, drainage, lighting and fencing and was completed in June 2008. The total cost 
for the parking lot was approximately $14 million. 

Residential Sound Insulation Proeram P"'SIP3. Through a Part 150 Noise Study completed 
in 2003, it has been determined that approximately 600 properties in Tinicum Township are located 
within the 65 DNL contour and are eligible for improvements to lessen the impacts of aircraft noise. A 
pilot program that involved 27 properties was completed in 2006. Construction for insulation 
improvements in 137 additional properties was completed in 2009. In addition, design of the next two 
groups of properties, totaling 246, is currently underway and is expected to be completed over the next 
two years. The Airport plans to continue the program until noise abatement of aU the affected properties 
has been addressed. The schedule for the future construction work will he dependent on the amount of 
federal grants-in-aid that can be provided each year. The total cost for the RSIP is expected to be between 
$40 to $50 million. 

Northeast Philadel~hia Airport. The taxiways are currently being rehabilitated in two 
contracts. Taxiways A & L are currently in construction with an estimated completion date in October 
2010 at a cost of $2.6 million. The design of Taxiways F, G, H & J has been completed and the 
construction is expected to be completed in 201 1 at an estimated total cost of $1.2 million. 



Future Airport System Capital Improvement Projects 

Over the next several years, the City expects to undertake additional Airport capital 
improvements and to finance such improvements in part with proceeds of additional bonds. Specifically, 
the City expects to undertake the projects set forth below: 

(a) Terminal B-C In-Line Baggage Handling System 

(b) International Gate Expansion 

(c) Property Acquisitions 

(d) Security System Improvements 

(e) Terminal B-C Expanded Security Checkpoint 

The longer-term capital program for the Airport is being refined and updated as part of the Master 
Plan and National Environmental Policy Act processes. In August 2010, the FAA published a Final 
Environmental Impact Statement that selected a preferred alternative for the Capacity Enhancement 
Program (CEP), which will include a third-parallel east-west runway, extension of two existing runways, 
enlarging the existing terminal complex, relocating several off-airport facilities, developing a centralized 
ground transportation center, and constructing an automated people mover for transport of passengers 
between terminals and parking facilities that would also interface with the existing SEPTA rail line. The 
costs of the CEP is estimated to be $5.35 billion and the total period for the phased construction would be 
approximately 13 calendar years, or between 2013 and 2025. The FAA expects to issue a Record of 
Decision by the end of 2010. The funding of this longer-term capital program will require the issuance of 
Additional Bonds. 

For a description of these projects, see APPENDIX I1 - "REPORT OF THE AIRPORT 
CONSULTANT DATED OCTOBER 19,2010. The implementation of these projects and the issuance of 
additional bonds for their financing are subject to, among other requirements, obtaining MI1 approval 
from the Signatory Airlines and meeting the additional bonds test requirements of the General Ordinance. 

Such future capital improvement projects will be initiated only in response to identified 
requirements or demand and as economically justified. The City has not committed to issuing any 
Additional Bonds to finance the capital program. 

Funding Sources for Airport System Capital Improvement Projects 

Airport System capital improvements have been financed primarily through Federal and 
Commonwealth grants-in-aid, PFC Revenues, Airport Revenue Bonds and general obligation bonds. The 
Airport expects to continue to fund capital improvement projects with a combination of Federal and 
Commonwealth grants-in-aid, PFC Revenues and proceeds from additional issues of Airport Revenue 
Bonds. 

A i r ~ o r t  Revenue Bonds and General Obligation Bonds of the City. The financing of a 
portion of the capital improvements to the Airport System has been accomplished through the sale of 
Airport Revenue Bonds and the City's general obligation bonds. The City has previously issued several 
series of general obligation bonds and fifteen series of Airport Revenue Bonds, ten of which are currently 
outstanding (the 1997A Bonds, the 1998A Bonds, the 1998B Bond, the 2001A Bonds, the 2001B Bonds, 
the 2005A Bonds, the 2005C Bonds, the 2007A Bonds, the 2007B Bonds and the 2009A Bonds). As of 
June 30,2010, there were $1,232,700.000 of Airport Revenue Bonds outstanding for the Airport System. 
No general obligations bonds of the City issued to finance capital improvements to the Airport System are 
currently outstanding or contemplated. 

Federal Grants-in-Aid. The Airport and Airway Improvement Act of 1982 created the Airport 
Improvement Program (the "AIF'"), which is administered by the FAA and funded by the Airport and 
Airway Trust Fund. This fund is financed by various Federal aviation user taxes. Grants are available to 



airport operators across the country in the form of "entitlement" funds and "discretionary" funds. 
Entitlement funds are apportioned annually based upon cargo volume and enplaned passengers and 
discretionary funds are available at the discretion of the FAA based upon a national priority system. 
Actual entitlement funds will vary with the actual numbers of passenger enplanements and cargo volume, 
with total appropriations for the AIP and with any revision of the existing statutory formula for 
calculating such funds. In addition, pursuant to the PFC Act (defined below) and the Aviation Investment 
and Reform Act for the 21st Century, an airport's annual Federal entitlement grants are reduced 50% 
following; the imposition of PFCs at the $3.00 level and 75% following imposition at the $4.00 or $4.50 
level. 

Since 1982, the Division of Aviation has received grants from the Federal government under the 
AIP. In Fiscal Year 2004 through Fiscal Year 2010, the Division of Aviation received entitlement 
(passenger and cargo) grants averaging $6.0 million per year and discretionary grants averaging $16.8 
million per year. The Aiiort  funded the extension of runway 17-35 and the Residential Sound Insulation 
Program with a portion of the AIP grants during this period. In addition, during Fiscal Year 2009, the 
Airport received $5.7 million in stimulus funding from the FAA and $26.6 million in stimulus funding 
fiom the TSA. 

In FY 2009 through the AIP program, the City received $4.7 million in passenger entitlement 
grants, $2.1 million in cargo entitlement grants, and $23.2 million in discretionary grants, for a total of 
$30.0 million. The City also received funding through the American Recovery and Reinvestment Act, as 
administered by FAA and TSA, in FY 2009 totaling $32.3 million. A total of $13.5 million in AIF' 
funding has been obtained or requested in FY 20 10. 

For the estimated AIP grants for the 2010 Project, it was assumed that AIF' entitlement amounts 
will continue to be determined using the current calculation methodology and that additional AIP 
discretionary funding will be received. As shown, the City estimates that it will receive a total of $58.5 
million in AIP grant funding for certain elements of the 2010 Project, specifically taxiway and Runway 
9L-27R resurfacing projects. 

If such AIP grants are not received in the amounts assumed, the City would use Airport 
discretionary funds, defer projects, or issue additional bonds. 

Commonwealth Grants-In-Aid. The Pennsylvania Department of Transportation (PennDOT) 
provides grants for airport improvements. The Division of Aviation has received approximately $800,000 
per year for improvements at the Airport and $100,000 to $1,000,000 for improvements at the Northeast 
Philadelphia Airport. The grants have been used for airfield improvements. In addition, four grants 
totaling $5.4 million were issued through the State Capital Budget £rom 2006 to 2009 for Philadelphia 
International Auport. No PennDOT grants are expected to be available to pay costs of the 2010 Project. 

Passenger Facilitv Charges. Passenger Facility Charges ("PFCs") are authorized by the 
Aviation Safety and Capacity Expansion Act of 1990, as amended (the "PFC Act"), and implemented by 
the FAA pursuant to published regulations issued with respect to the PFC Act (the "PFC Regulations"). 
The PFC Act permits a public agency, such as the City, which controls certain commercial service 
airports to charge each paying passenger enplaning at the airport (subject to certain limited exceptions) a 
PFC of $1.00, $2.00, $3.00, $4.00 or $4.50. Pursuant to the PFC Act and to the City's current approvals 
from the FAA, the City may, with certain exceptions, charge each paying passenger who enplanes at the 
Airport a PFC of $4.50. The annual amount of PFCs payable to the City depends upon the number of 
passenger enplanements at the Auport. The PFC Act requires air carriers and their agents to collect the 
PFCs and to remit to the City once each month the proceeds of such collections, less a handling fee and 
without interest earned prior to such remittance. 

PFC Revenues are to be used to finance approved airport-related projects that preserve or enhance 
capacity, safety or security of the national air transportation system, reduce noise from an airport that is 



part of the system or provide an opportunity for enhanced competition between or among air carriers or 
foreign air carriers. These projects include airport development or planning, terminal development, 
airport noise compatibility measures and planning and construction of gates and related areas (other than 
restaurants, rental car facilities, automobile parking or other concessions) for the movement of passengers 
and baggage. 

The FAA approval provides that bond documents, such as the General Ordinance, may define 
pledged airport revenues in a manner that would include PFC Revenues. However, the FAA approval 
also provides that the use of PFC Revenues is limited to the allowable costs of approved PFC projects 
("PFC-Eligible" projects) and may not be used to pay debt service on any bonds issued to finance non- 
PFC-Eligible projects. The use of PFC Revenues deposited in the special PFC account in the Aviation 
Capital Fund for any other project would require special FAA approval. Under the General Ordinance, 
PFC Revenues do not constitute Project Revenues, but may be included in Amounts Available for Debt 
Service to the extent that such PFC Revenues have been pledged pursuant to a Supplemental Ordinance. 

Tbe Citv Program. The City has, since September 1992, been authorized by the FAA to impose 
a PFC on eligible vassengers envlaned at the Aimort and to use PFC Revenues to vav the costs of various " .  - 
FAA-approved projects. The PFC was initiall; $3.00 per passenger and, effectivk April 1, 2001, was 
increased to $4.50 per passenger. The City has authority from the FAA to impose the PFC through an 
estimated date of April 2018 and to collect PFC Revenues, inclusive of investment earnings, of 
approximately $1.4 billion as shown on the following Table 1. 

Table 1 

HISTORY OF APPLICATIONS TO USE PFC REVENUES 
Philadelphia International Airport 

As of June 30.2010 

PFC Approval Initial Approved Amended - - 

Application No. Date  mount Approved Amount 
93-02-U-00-PHL 05/15/1993 $ 14.250.000 $ 12.805.496 

, . 
01 -09-C-00-PHL 02/22/2000 22;250,000 24,400,000 
06-1 0-C-00-PHL 0211 612006 83,250,000 238,950,000 

Totals $934,350,000 $1.404.912.802 

Source: City o f  Philadelphia. Division of Aviation. 

The City is authorized to use PFC Revenues to pay a portion of the Debt Service Requirements of 
the 19988 Bond and the 2001A Bond and has pledged PFC Revenues equal to 100% of the annual 
amount of PFC-eligible debt service on the 1998B Bond, the 2001A Bond and the 2010D Bonds, subject 
to the limitation that in no year shall the amount pledged exceed the lesser of (I)  70% of PFC Revenues 
received by the City in such year, or (2) 75% of total debt service on the 1998B Bond and the 2001A 
Bond in such year. 

Through June 30, 2010, PFC Revenues received by the City, including investment earnings, 
totaled approximately $803.4 million, of which approximately $747.5 million had been expended on 
approved project costs, as shown in Table 2 on the following page. 



Table 2 

PFC REVENUES 
Philadelphia International Airport 

(Fiscal Years Ending June 30) 
FISCAL YEAR COLLECTIONS INTEREST TOTAL REVENUES 

1993 $14,484,101 $ 142,790 $14,626,891 
1994 22,605.3 18 1,111,511 23,7 16,829 
1995 21,828.173 2,285,485 24,113,658 
1996 22,817,704 2,277,935 25,095,639 
1997 27,229,901 1,837,334 29,067,235 
1998 30,93 1,674 1,654,752 32,586,426 
1999 29,408,652 2,018,264 3 1,426,916 
2000 32,278,858 2,828,083 35,106,941 
200 1 31,880,729 3,362,695 35,243,424 
2002 53,688,877 2.1 12,347 55,801,224 
2003 43,961,971 1,537,729 45,499,700 
2004 5 1,766,443 808,417 52,574,860 
2005 61,378,549 1,284,025 62,662,574 
2006 62,165,176 3,252,682 65,417,858 
2007 65,328,768 5,047,044 70,375,812 
2008 70,120,974 5,098,760 75,219,734 
2009 60,898.941 1,886,74 1 62,785,682 
2010 61,696,738 353,391 62,050,129 

Total -Program Inception 
through June 30,2010 $764,471,547 $38,899,985 $803,371,532 

Expenditures through June 30,2010.. .... .... . ... ... $747,592.31 1 

Balance.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $55,779,221 

Rote: The PFC was initially imposed at a rate of $3.00 effective September 1992, and was increased to 
$4.50 eKective April 2001. 

Source: City of Philadelphia, Division of Aviation 

Aviation Activity at the Airport 

As of July 2010, a total of 625 average daily departures to 121 cities, including 87 domestic and 
35 international destinations were provided from the Airport. In 2004, Southwest began service at the 
Airport with 14 daily departures and has since increased scheduled service to 60 daily departures as of 
July 2010. Fare competition at the Aiiort among Southwest, US Airways, and other airlines between FY 
2005 and FY 2007 resulted in reduced average airfares and increased air travel, both by passengers who 
otherwise would have used competing airports and by those who would not have traveled by air. In FY 
2001, average airfares at the Airport were 51% higher than those at Baltimore-Washington International; 
in FY 2005, the first full year of Southwest Airlines service, they were 11% higher. Between FY 2004 
and FY 2005, average airfares at Philadelphia decreased an average of 19.0% largely as a result of 
competition provided by Southwest Airlines. Overall, between FY 2004 and FY 2009, airfares increased 
at most the airports, but fell at the Airport. 

US Airways remains the principal air canier operating at the Airport, and the Auport serves as a 
primary hub in US Airway's route system. US Airways currently leases 68 of the existing 124 gates at the 
Airport under the US Airways Airline Agreement. US Airways, together with its regional airline 
affiliates operating as US Airways Express, accounted for approximately 64% of the 15.4 million 



passengers enplaned at the Airport in FY 2009, as well as approximately 44.0% of total Aviation Fund 
operating revenues in Fiscal Year 2009. 

The scheduled passenger airlines serving the Airport and their respective market shares are listed 
in Table 3 below and Table 4 on the following page. For a more detailed description of airline market 
share, passenger enplanernents, airline landed weight and historical and projected airline traffic activity at 
the Airport, see APPENDIX I1 - "REPORT OF THE AIRPORT CONSULTANT DATED OCTOBER 
19,2010 -Airline Traffic Analysis" herein. 

Table 3 
HISTORICAL ENPLANED PASSENGERS 

Philadelphia International Airport 
(Fiscal Years Ending June 30) 

Total Annual 
Fiscal Year Domestic International Total Increase (Decrease) 

Average Annual Percent Increase 

Source: City of Philadelphia. Division of Aviation 



Table 4 

AIRLINE SHARES OF ENPLANED PASSENGERS 
Philadelphia International Airport (Fiscal Years Ending June 30) 

Fiscal Year 2008 Fiscal Year 2009 Fkal Year 2010 
Number Percent Number Percent Number Percent 

Domestic Service 
Scheduled Major and 
National 

US h a y s  
Southwest (a) 
American 
United 
Delta (b) 

AirTm (a) 

Northwest (b) 
Continental 
Frontier 
Midwest Express 

USA 30M1 68,903 0.4 34,745 0.2 13,435 0. I 
Subtotal 10.004,130 62.3% 9,278,946 60.4% 8,982,716 59.1% 

Scheduled Regional 
Affiliates 
US Airways Express 3,589,475 22.4% 3.631,844 23.6% 3,678,578 24.2% 

Other 375,815 2.3 445,371 2.9 450,367 3.0 

Subtotal 3,965290 24.7% 4,077,215 26.5% 4,149.031 27.2% 

Nonscheduled 1,636 0.0 1,285 0.0 1,578 0.0 

Total Domestic Service 13,971.056 87.0% 13,357,446 86.9% 13,113,239 86.3% 

Fiscal Year 2008 Fiscal Year 2009 Fiscal Year 2010 
Number Percent Number Percent Number Percent 

International Service 
Scheduled 

US Airways 
US Airways 
British Aimays 
Lufthansa 
Air France 

Air Jamaica 

USA 3000 
Air Canada (c) 
Piedmont 173 0.0 -- -- -- 
Subtotal 2,080,261 13.0% 2,003,441 13.0% 2,080,443 13.7% 

Nonscheduled 1,656 0.0 1,856 0.0 59 0.0 
Total International Service 2.08 1,917 13.0% 2,005,297 13.1% 2,080,502 13.7% 

Total Service 16,052,973 100.0% 15,362,743 100.0% 15,193,741 I00.00% 

(dl On Scplembcr 27 2010 Southwen announced an agreement lo purchase AzrTru. suhlecl la ,heholder and    la tory approval Sec 
"tffm of Bankrupcm and Murgm on \'annus Amltne A p m e n u  - Gencral. h l k ~ p 1 ~ l S  and Metpen" 

(b, In October 2008. Delta and Nanhwen merged and in J a n u q  2010 the awhncs bcgan apmtmg under a smgle opnatmg l~nlficale 
See "Effect of Badmmtcies and Mereerr ohvarious Alrline ~preements - ~cneral.~Ba&~~tcies and Merzcn" 

(c) Includes passengers enplaned on bothAir~aaads and Air c ~ &  lau for ail the tihe periahs. 
Note: Columns mav not add to totals shown because of roundinn. 
Source: City of ~lksdel~hia, Division of Aviation. 
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Lnformation Concerning the Signatory Airlines 

General. Signatory Airlines accounting for substantially all of the landed weight at the Airport 
have entered into the Airline Agreement with the City. The Airline Agreement requires the Signatory 
Airlines to make payments in each Fiscal Year in amounts which, together with other Project Revenues 
and other pledged Amounts Available for Debt Service such as pledged PFC Revenues, are sufficient to 
pay Operating Expenses and annual debt service on all of the City's outstanding Airport Revenue Bonds 
and general obligation bonds issued for the Airport System and are sufficient to comply with the Rate 
Covenant. See "SOURCES OF PROJECT REVENUES UNDER THE GENERAL ORDNANCE - 
Airport-Airline Use and Lease Agreements." Certain domestic Signatory Airlines serving the Airport are 
reporting companies subject to the information requirements of the Securities Exchange Act of 1934 and, 
in accordance therewith, must file reports and other information with the Securities and Exchange 
Commission (the "Commission"). Certain information, including financial information, concerning such 
a Signatory Airline (or its agent corporation) is disclosed in certain reports and statements filed with the 
Commission. Such reports and statements can be inspected in the Public Reference Room of the 
Commission at 100 F Street, N.E., Washington. D.C. 20549, or at the Commission website at 
http://www.sec.gov, and copies of such reports and statements can be obtained £rom the Public Reference 
Section of the Commission at 100 F Street, N.E., Washington, D.C. 20549, at prescribed rates. In 
addition, each Scheduled Airline is required to file periodic reports of financial and operating statistics 
with the Department of Transportation. Such reports may be inspected at the following location: Office of 
Aviation information Management; Data Requirements and Public Reports Division Research and Special 
Programs Administration, Department of Transportation, 400 Seventh Street. S.W., Washington, D.C. 
20590. Domestic airlines serving the Airport that are privately held, foreign airlines serving the Airport, 
and foreign corporations operating airlines serving the Airport (unless such foreign airlines have ADRs 
registered on a national exchange) are not required to file information with the Commission. Such 
airlines, or foreign corporations operating airlines, serving the Airport file limited information only with 
the DOT. Additional data may be posted at the websites of the respective airlines. The City makes no 
representation as to the accuracy or completeness of any such information prepared and filed by any of 
the Signatory Airlines. 

US Airways 

According to the records of the Division of Aviation, US Airways, Inc. ("US Airways") and its 
regional affiliates accounted for 64% of the total enplaned domestic and international passengers at the 
Airport in the Fiscal Year ended June 30,2009. 

Based on its current activities at the Airport. US Airways is an "obligated person" as such term is 
defined by Rule 15c2-12 promulgated by the Commission ("Rule 15~2-12") and as used in the 
Continuing Disclosure Agreement to be executed by the City and acknowledged by US Ainuays in 
connection with the delivery of the 2010 Bonds. See "CONTINUING DISCLOSURE AGREEMENT" 
and APPENDIX VII -"FORM OF CONTINUING DISCLOSURE AGREEMENT." 

THE AIRPORT SERVICE REGION 

For a discussion of the service region and the region served by the Airport, see APPENDIX I1 - 
"REPORT OF THE AIRPORT CONSULTANT DATED OCTOBER 19,2010 - Airline Traffic Analysis 
- Airport Service Region." See also APPENDIX V - "CERTAIN INFORMATION CONCERNING 
THE CITY OF PHILADELPHIA." 

FINANCIAL FACTORS 

The City Controller has not participated in the preparation of the budget estimates and projections 
set forth in various tables contained in this Official Statement or otherwise set forth herein. The financial 



statements, tables, statistics and other information contained in this Official Statement have been provided 
by the Division of Aviation and can be reconciled to the f m c i a l  statements in the City's Comprehensive 
Annual Financial Report ("CAFR") for the Fiscal Years 2005 through 2009. 

Historical Project Revenues and Operating Expenses 

For information regarding the historical Project Revenues and Operating Expenses of the Airport 
System, see the Report of the Airport Consultant included as APPENDIX I1 of this Official Statement. 
The Report of the Airport Consultant should be read in its entirety. 

Table 5 contains data provided by the Division of Aviation from its unaudited accrual basis 
reports and presents information regarding Project Revenues and expenses of the City's Airport System. 

Table 5 

SUMMARY OF HISTORICAL PROJECT REVENUES AND EXPENSES' 
O F  THE AIRPORT SYSTEM CITY O F  PHlLADELPHlA ---- 

(Fiscal Years ~ ; d i n ~  June 30) 
(Dollar Amounts a re  listed in thousands) 

Line 2005 2006 2007 2008 2009 
AMOUNTS AVAILABLE FOR DEBT SERVICE 

I .  Revenue deferred from prior year $18.688 $22,876 $9,621 ($12,485) $3,304 
la. Deferred revenue adjustment (3.714) 0 6.667 0 
2. Space rends 44.883 47.947 55.929 75.420 83,608 
3. Landing Fees 36,314 29,622 25,845 44.597 49,082 
4. Ramp Area rentals 1.482 1,128 285 800 670 
5. Terminal Payments-in-Aid 13.884 9.719 0 0 0 
6. Outside Terminal Area Payments-in-Aid 982 0 0 0 0 
7, International Tenninal revenues 19.553 16.919 15.370 17.722 19.673 
8 Rcvcnuc ( d c f d ) / s c c m e J  to subrequcnt year (22.876) (9.621) 12.485 (3.304) (7.203) 
9 Subtoul. Amlm Rental,. Feer and Charges 112.901 114.876 119.535 129.418 149.134 

10. Nonairlinc Revenue 71.599 84.187 90,105 119.533 104,698 
I I. Interest Income 618 1.724 1.619 1,594 1,420 

12. Total Project Revenues 185.127 200,787 211.259 250,544 255252 
13. Passenger Facility Charges (PFCr) Available for Debt 32,908 32,592 32.921 32.926 32,926 

Service 
14. Potion of Fund Balance Amibutable to Amounts 0 0 10.241 42.583 61,413 

Av~alable for Deht Scrvrec 
I S  Total Amounts Avahblr for Debt Srrvtce 218,035 233.379 254.421 326,053 349.590 

EXPENSES 
16. Net Operating Expenses 71.348 77,152 87,073 99.820 99,520 
17. Required Renewal Fund Deposit 0 0 0 0 0 
18. Revenue Bond Debt Service 88.081 88,126 85.565 84.388 95,645 
19. General Obligation Bond Debt Service 1,051 0 0 0 0 
20. Interdepmental Charges 57,555 57,860 70.670 89.136 89,002 
21. Total Expenses 218,035 223.138 243,308 273.344 284,168 

22. NET REVENUE $0 $10241 $11,113 $52,709 $65,422 

RATE COVENANT TEST OF THE ORIGINAL 
GENERAL ORDINANCE 

23. Test A (Line 15-Line 16-Line 17)i(Line 18) 1.67 1.77 1.96 2.68 2.61 
1 .OO 1.12 1.13 1.62 1.68 

24. Test B (Line 15-Line 16-Line ZO)i(Line 18+Liie 19) 

' Information reconciles to the Basic Financial Statements contained in the City's Comprehensive Annual Financial Report, 
which are audited by the City Controller. 



Management Discussion of Historical Results 

Table 5 presents the annual revenues and expenses of the Airport System for Fiscal Year 2005 - 
Fiscal Year 2009. As shown in the table, Fiscal Year 2008 and Fiscal Year 2009 revenues and expenses 
are markedly higher than they were in Fiscal Year 2005 through Fiscal Year 2007. This is primarily due 
to enactment of the seventh supplemental amendment to the General Ordinance in June, 2007, which 
provides for inclusion of Outside Terminal Area (OTA) revenues and expenses in the calculation of debt 
service coverage. Since the OTA typically generates net revenue, coverage for Fiscal Year 2008 and 
Fiscal Year 2009 is significantly higher than Fiscal Year 2005 - Fiscal Year 2007. This enhancement of 
debt service coverage was a primary consideration in amending the General Ordinance. 

The information contained in Table 5 is presented on the accrual basis of accounting adjusted to 
meet the particular requirements of the General Ordinance, the Prior Airline Agreement and, for Fiscal 
Year 2008-2009, the Airline Agreement. See APPENDIX I - "FINANCIAL STATEMENTS OF THE 
DIVISION OF AVIATION." 

Fiscal Year 2005 to Fiscal Year 2007 Discussion. 

Nonairline Revenues rose at an average annual rate of 12.2% from Fiscal Year 2005 to Fiscal 
Year 2007. This significant increase enabled Airport management to hold Airline Rentals, Fees and 
Charges to an average annual increase of 2.9% !?om Fiscal Year 2005 to Fiscal Year 2007. This 
demonstrates a fundamental goal of management to minimize increases in airline payments for the use 
and lease of Airport facilities. Sources of the additional Nonairline Revenues include: 

A $2.8 million increase in terminal concession program rentals, associated profit sharing 
payments and terminal advertising program commissions. 

. A $1.2 million increase in car rental concession revenues, excluding car rental revenues 
of the OTA. 

. A $1 1.1 million increase in terminal rentals and landing fees from airlines not signatory 
to the Prior Airline Agreement, due to the commencement of air service by Southwest 
Airlines, Frontier Airlines and USA 3000, and leasehold expansion by Southwest 
Airlines. 

. A $3.4 million increase in other Nonairline Revenue sources, including utility sales and 
the lease of Airport-owned jet bridges and other equipment to passenger airlines. 

Operating Expenses, the combined total of Net Operating Expenses (expenses of the Division of 
Aviation) and Interdepartmental Charges, increased at an average annual rate of 10.6% between Fiscal 
Year 2005 and Fiscal Year 2007. The specific components of this cost increase include: 

o A $3.3 million increase in payroll costs (4.7%), attributable to wage provisions of 
civilian collective bargaining agreements and the filling of Division of Aviation 
vacant positions. 

o A $8.9 million increase in conh.actual services, materials and supplies and equipment 
(8.4%). attributable to facility maintenance, public information services and 
infrastructure improvements funded through the operating budget. 

a A $5.8 million increase in police and fire costs (1 1.1%), due primarily to enhanced 
federal security mandates and the required funding of police and fire binding 
arbitration contracts with the City. 

o A $3.3 million increase in fringe benefits (9.5%), reflecting increased annual costs to 
fund the City's defined benefit pension plans and City-administered health and 
medical plans. 



A $7.5 million increase in other Division of Aviation expenses and Interdepartmental 
Charges, primarily attributable to vehicle purchases, utilities and the cost of central 
City services incurred on behalf of the Airport. 

Fiscal Year 2008 and Fiscal Year 2009 Discussion. 

As referenced previously, Fiscal Year 2008 is the first year in which revenues and expenses of the 
OTA are included in the calculation of debt service coverage. This inclusion, and the establishment of 
new operating reserves, account for the significant increase in the "Portion of Fund Balance Attributable 
to Amounts Available for Debt Service" (from $10.2 million in Fiscal Year 2007 to $61.4 million in 
Fiscal Year 2008). 

The principal sources of OTA revenues, along with their Fiscal Year 2009 amounts, include net 
income from the public parking operation ($3 1.2 million), rental car concession fees and ground rentals 
($5.0 million), the Airport hotel concession ($1.8 million), commercial ground transportation egress fees 
($1.6 million) and utility sales ($0.3 million). The principal components of OTA operating expenses, 
along with their Fiscal Year 2009 amounts, include payroll ($1.1 million), contractual services, including 
ground transportation and shuttle bus service costs ($10.4 million) and police costs ($8.1 million). 

Between Fiscal Year 2008 and Fiscal Year 2009, Airline Revenues grew from $129.4 million to 
$149.1 million, primarily resulting from an $1 1.2 million increase in revenue bond debt service and a 
$14.8 million reduction in Nonairline Revenues, which reduced the amounts available to offset airline rate 
requirements. The increase in debt service is primarily attributable to a portion of the Series 2007 Airport 
Revenue Bonds, the interest expense on which had been capitalized prior to Fiscal Year 2009. The 
reduction in Nonairliie Revenues is due primarily to a one-time $9.9 million reimbursement from the 
Aviation Capital Fund in Fiscal Year 2008 for the purchase of loading bridges from airlines and a $4.3 
million reduction in parking and rental car revenues associated with an overall 4.3% reduction in 
enplanements, concentrated mainly in the originating passenger category. 

Cost-saving strategies implemented by Airport management in Fiscal Year 2009 produced 
reductions in the personal services (payroll) and contractual services. These cost reductions fully offset 
increases in fringe benefit rates for civilian and uniformed employees for Fiscal Year 2009. As a result, 
total Fiscal Year 2009 Operating Expenses held constant with Fiscal Year 2008 levels. 

Net Revenue. 

Net Revenue has increased substantially, from $10.2 million in Fiscal Year 2006 to $65.4 million 
in Fiscal Year 2009 (there was no Net Revenue in Fiscal Year 2005). This rapid growth in the Airport 
System's financial results is due to the inclusion of the OTA in debt service coverage; the establishment 
of an Operating and Maintenance reserve in Fiscal Year 2008, pursuant to the Airline Agreement; and the 
establishment of a Bond Redemption and Improvement account in Fiscal Year 2008 pursuant to the 
Airline Agreement. 

Rate Covenants. 

As illustrated in Table 5, the rate covenants prescribed in the General Ordinance were satisfied in 
each fiscal year. The significant increase in achieved rate coverage ffom Fiscal Year 2005 to Fiscal Year 
2009 is directly attributable to the above-referenced growth in Net Revenue. 

Management Discussion of Fiscal Year 2010 Estimated Results and Fiscal Year 2011 Budget 

The Airport System's Fiscal Year 2010 estimated revenues, operating expenses and debt service 
are expected to approximate Fiscal Year 2010 budgeted levels. Specifically, the aggregate of Airline 
Rentals, Fees and Charges and Nonairline Revenues are estimated at $254.1 million, or 1.6% lower than 
budgeted. Operating Expenses and Debt Service are estimated at $293.0 million, or 0.7% lower than 
budgeted. Fiscal Year 2010 estimated Operating Expenses are 1.4% less than the budget and Fiscal Year 
2010 estimated Debt Service is 0.8% higher than the budget. 



Based on Fiscal Year 201 1 budgeted Operating Expenses, Debt Service and Nonairline Revenues, 
required Airline Rentals, Fee and Charges in the Fiscal year 201 1 budget are $169 million, a $12.1 
million (7.7%) increase over the Fiscal Year 2010 budget. Debt Service accounts for $7.7 million of this 
increase, attributable to increased payments for both Series 2007 and Series 2009 Airport Revenue Bonds. 
Nonairline Revenues are budgeted to be constant with the Fiscal Year 2010 budget. The balance of the 
$12.1 million increase in Airline Rentals, Fees and Charges is due primarily to a $4.1 million (2.1%) 
increase in Operating Expenses, including: . Utility cost increases ($3.8 million) resulting from the expiration of certain statewide electric 

generation rate caps effective January 1, 201 1; and a new Philadelphia Water Department rate 
structure effective July 1,  2010, which imposes higher fees on properties with a high 
concentration of impervious surfaces. 

. Increases in contractual services, including maintenance of new mechanical and high technology 
systems put in place under the Terminal D-E expansion project, partially offset by reductions in 
payroll and fringe benefit costs ($0.3 million). 

The Airport System's revenues and expenses for Fiscal Year 201 1 are expected to approximate 
budgeted revenues and expenses. 

Airport Insurance 

The City maintains comprehensive Aviation Liability Insurance coverage for claims arising out of 
bodily injury, personal injury or property damage arising from the operations of the Airport System. This 
insurance coverage provides a combined single limit of $500 million. The Self Insured Retention is 
$1,000,000 each occurrence/$1,000,000 annual aggregate. "War Risk" coverage in the amount of $50 
million is also provided under our General Liability Insurance policy. The City also maintains "All Risks" 
Property Insurance coverage for property at the Airport System (including real and business) in the 
amount of $2 billion with deductibles of $250,000 at Philadelphia International Airport and $100,000 at 
Northeast Philadelphia Airport. The Property policy also includes but is not limited to business 
intenuption (including loss of rents and extra expense), mechanical breakdown coverage, electronic data 
processing coverage, flood, earthquake, and terrorism coverage. 

Cash Management and Investment Policies 

As a division of the City, the Airport is subject to the City cash management and investment 
policies. See APPENDIX V - "CERTAIN INFORMATION CONCERNING THE CITY OF 
PHILADELPHIA - CITY CASH MANAGEMENT AND INVESTMENT POLICIES." 

Hedges and Swaps 

General. The General Ordinance authorizes the City, at the time of issuance of a series of Bonds 
or at any time thereafter, to enter into interest rate exchange agreements, interest rate swap agreements or 
other similar agreements. to the extent permitted by applicable law and in accordance with the General 
Ordinance, if the City determines that such agreement will assist the City in more effectively managing its 
interest costs. Such agreements may be effected as Qualified Swaps or as Exchange Agreements. 
Payments under Qualified Swaps (other than termination payments) are made from the Sinking Fund and 
are calculated as part of Debt Service Requirements, and payments under Exchange Agreements (other 
than termination payments) are made only after required deposits to the Sinking Fund and the Sinking 
Fund Reserve are made and are on a parity with required deposits to the Renewal Fund. Termination 
payments on Qualified Swaps and on a certain Exchange Agreement (discussed below) are made only 
after required transfers to the Sinking Fund, Sinking Fund Reserve and the Renewal Fund have been 
made. 

The General Ordinance provides, among other things, that the City will not enter into a Qualified 
Swap or Exchange Agreement unless it receives written confirmation from S&P that such agreement, in 



and of itself, will not result in a downgrade, withdrawal or suspension of the credit ratings on the series of 
Bonds. 

The City has entered into one swaption agreement pursuant to the General Ordinance, which is an 
Exchange Agreement (the "Swap Agreement"), a s  such term is defined in the General Ordinance. The 
City's obligations under the Swap Agreement are payable solely &om and secured solely by Project 
Revenues in the order of priority listed in Section 4.06 of the General Ordinance, that is, subject and 
subordinate to the City's obligations to pay Net Operating Expenses, Debt Service Requirements 
(including debt service on the 2010 Bonds, payments on Qualified Swaps and Credit Facility charges 
secured on a parity to Bonds) and obligations to replenish the Sinking Fund Reserve. However, the City's 
obligation to pay termination payments with respect to the Swap Agreement and the security interest in 
Project Revenues therefor are subject and subordinate to its obligation to make periodic payments under 
the Swap Agreement. 

The remainder of this page is intentionally left blank. 



Schedule of Debt Semce  

The following schedule of debt service shows the debt service requirements on the 2010 Bonds 
together with estimated debt service on other outstanding Airport Revenue Bonds. 

Fiscal Year 
Ending 2010 Bonds Debt Service 

Existing Airport Total Airport 
20108,2010C Revenue Bonds Revenue Bonds Debt 

June 30 2010A Bonds and 2010D Bonds Debt service' Service 

18,665,250 
2040 18;663;750 18,663,750 
Toral $539,166,728 $501,684,846 $1~90,221,157 $2,431,072,731 

Does not include debt service on the portions of the 1997A Bonds, the 1998A Bonds and the 199RB Bond that are being 
refunded with proceeds of the 2010 Bonds. Interest calculated at the current fixed swap rate of 5.65% per annum for the 
Series 2005C Bonds; actual results may vary. Note: Some annual totals are rounded or truncated to whole dollars. 

REPORT OF THE AIRPORT CONSULTANT 

LeighFisher prepared the Report of the Airport Consultant (included as APPENDIX 11 to this 
Oficial Statement) in connection with the issuance of the 2010 Bonds. References made herein to the 
Report of the Airport Consultant are made to the entire Report of the Airport Consultant, which contains 
material information, forecasts, findings, assumptions and conclusions concerning the Airport System. 



The Report of the Airport Consultant has been included herein in reliance upon the knowledge and 
experience of LeighFisher as airport consultants. 

The Report of the Airport Consultant presents certain airline traffic and financial estimates and 
forecasts for Fiscal Year 2012 through Fiscal Year 2015 and sets forth the assumptions upon which the 
forecasts are based. The fmancial forecasts are based on certain assumptions that were provided by, or 
reviewed and agreed to by, Division of Aviation management. In the opinion of LeighFisher, these 
assumptions provide a reasonable basis for the forecasts. 

The Report of the Airport Consultant should be read in its entirety for an understanding of 
the forecasts and the underlying assumptions contained therein. 

Debt Service Coverage 

The following Table 6 presents debt service coverage taken from the Report of the Airport 
Consultant included herein as APPENDIX 11, Exhibit G-1, and the City's financial records. 

Table 6 
HISTORICAL DEBT SERVICE COVERAGE ON THE 

AIRPORT REVENUE BONDS 

(Fiscal Years Ending June 30) 

Pledged Amounts Annual Airport Revenue Debt Service Debt Service 
Fiscal Available for Debt Bond Debt Service Coveraee Coveraee 
Year Service (A) Requirements (B) (AIB) ~ e q u i r e i e n t  
2006 156.226.633 88.125.733 1.77 1.50 

Airline payments for landing fees, terminal rentals and other use charges are often expressed on a 
per enplaned passenger basis for the purpose of comparing airline payments at different airports and 
assessing the reasonableness of major capital programs from an airline payments standpoint. The 
following Table 7 presents the airline payments (which include landing fees, terminal rentals and other 
use charges) per enplaned passenger for Fiscal Year 2009 taken from the Report of the Airport Consultant 
included herein as APPENDIX U, Exhibit G-l and for Fiscal Year 2010 taken from the City's financial 
records. 

Table 7 

AIRLINE PAYMENTS PER ENPLANED PASSENGER 
Philadelphia International Airport 

(Fiscal Years Ending June 30) 

Airline Payments 
Fiscal Year Per Enplaned Passenger 

2007 $6.15 

The Report of the Airport Consultant has been included herein in reliance upon the knowledge 
and experience of LeighFisher as airport consultants. 

As noted in the Report of the Airport Consultant, any forecast is subject to uncertainties. 
Inevitably, some assumptions used to develop the forecasts will not be realized, and unanticipated 



events and circumstances may occur. Therefore, the actual results achieved during the forecast 
period wiU vary from those forecast, and the variations may be material. See 'CERTAIN 
INVESTMENT CONSIDERATIONSn herein. The Report of the Airport Consultant was 
completed and is dated October 19,2010, and has not been updated to reflect events or changes in 
circumstances since such date. The Airport Consultant has consented to the use of the report in the 
Official Statement. 

CERTAIN INVESTMENT CONSIDERATIONS 

The purchase and ownership of the 2010 Bonds entails certain investment risks. Prospective 
purchasers of the 2010 Bonds are urged to read this Official Statement in its entirety. The factors set forth 
below, among others, may affect repayment of and the security for the 2010 Bonds. See APPENDIX II - 
"REPORT OF THE AlRPORT CONSULTANT DATED OCTOBER 19,2010 -Airline Traffic Analysis 
-Key Factors Affecting Future Airline Trafftc" for additional information regarding investment risks. 

General Factors Affecting the Airline Industry 

The revenues of the Airport are affected substantially by the economic health of the airport 
transportation industry and the airlines serving the Airport. Particularly, since 2001 the airline industry 
has undergone structural changes and sustained significant financial losses. The economic condition of 
the industry is volatile and the industry is sensitive to a variety of factors, including (i) the cost and 
availability of fuel, labor, aircraft, and insurance, (ii) general economic conditions, (iii) international 
trade, (iv) currency values, (v) competitive considerations, including the effects of airline ticket pricing, 
(vi) traffic and airport capacity constraints, (vii) governmental regulation, including security regulations 
and taxes imposed on airlines and passengers, and maintenance and environmental requirements, (viii) 
passenger demand for air travel, and (ix) msmption caused by airline accidents, criminal incidents and 
acts of war or terrorism, such as the events of September 11, 2001. Due to the discretionary nature of 
business and personal travel spending, airline passenger traffic and revenues are heavily influenced by the 
strength of the US. economy, other regional economies, corporate profitability, security concerns and 
other factors. Ongoing structural changes to the industry are the result of a number of factors including 
the impact of low cost carriers, internet travel web sites and carriers reorganizing under the US. 
Bankruptcy Code. 

For a discussion of other factors affecting the airline industry and airline passenger traffic at the 
Airport, see APPENDIX I1 - "REPORT OF THE AIRPORT CONSULTANT DATED OCTOBER 19, 
2010." 

Economic Conditions 

The fmancial performance of the air transportation industry correlates with the state of the 
national economy. Future increases in passenger traffic will depend largely on the ability of the U.S. to 
sustain growth in economic output and income. Since 2006, the rate of economic growth in the U.S. has 
slowed considerably, due in part to losses in real estate values and the tightening of credit in the financial 
markets. Since December 2007, according to National Bureau of Economic Research, the United States 
economy has been in recession. During 2008, the Federal National Mortgage Association ("Fannie Mae") 
and the Federal Home Loan Mortgage Association ("Freddie Mac") were taken over by the federal 
government to prevent their collapse. Several commercial and investment banks declared bankruptcy, 
were acquired by or combined with other fmancial institutions, or sought huge infusions of capital from 
public and private sources. The dislocation in the capital markets led the United States and other national 
governments to mtervene in the fmancial markets and to take stakes in privately owned fmancial 
institutions. Significant additional steps are under active consideration. The American Recovery and 
Reinvestment Act of 2009 is intended to alleviate some of these adverse conditions. The short, 
intermediate and long term effects of these developments on the economy are not known at this time. 



Although on September 20, 2010, the National Bureau of Economic Research (NBER), a private, 
nonprofit research group widely considered to be the official arbiter of economic contractions and 
expansions, announced that the recession had ended in June 2009, unemployment remains high, job 
creation low, and the housing market and other economic indicators anemic. There can be no assurances 
and no representations are made about the state of the national economy. 

THE 2010 BONDS ARE LIMITED OBLIGATIONS OF THE CITY AND DO NOT 
PLEDGE THE FULL FAITH, CREDIT OR TAXING POWER OF THE CITY, OR CREATE 
ANY DEBT OR CHARGE AGAINST THE TAX OR GENERAL REVENUES OF THE CITY, OR 
CREATE ANY LIEN AGAINST ANY PROPERTY OF THE CITY, OTHER THAN THE 
PLEDGED AMOUNTS THEREFOR. 

Aviation Fuel Costs 

According to the Air Transport Association, in mid-2008, jet fuel accounted for 20-30% of the 
airline industry's operating expenses, overtaking labor as the top cost for most carriers, while historically 
it only accounted for 10-15% of total airline costs. During 2007 to 2008 fuel prices rose to record levels 
only to fall precipitously in the second half of 2008, as demand was reduced worldwide. Fuel prices 
again increased in 2009 and 2010, partly as a result of a weakened U.S. dollar. A number of airlines 
locked in fuel costs by way of hedge agreements that have resulted in these airlines' paying higher than 
the spot rate for a portion of their current usage. Fuel prices are a crucial and uncertain determinative of 
an air carrier's operating economics. Airline earnings are affected by changes in the price of aircraft fuel, 
which in turn is affected by, natural disasters, hostilities and political unrest in various parts of the world, 
Organization of the Petroleum Exporting Countries (OPEC) policy, the growth of the economies of 
countries such as China, disruptions to production and refining operations, and other factors determining 
demand and supply. US. airlines have passed on higher fuel costs to consumers by imposing fuel 
surcharges and increasing airfares. The early, significant increases in the cost of jet fuel, combined with 
declining passenger demand, have led to several airlines to reduce their capacity. Significant and 
prolonged high aviation fuel costs or any decreases in the availability of aviation fuel would likely have 
an adverse impact on air transportation industry economics and its ability to provide air service. 

Airline Economics, Competition and Aiiares; Structural Changes in the Travel Market 

Airline fares have an important effect on passenger demand, particularly for relatively short trips 
where the automobile, rail or other land travel modes are alternatives and for price-sensitive 
"discretionary" travel, such as vacation travel. Airfares are influenced by airline operating costs and debt 
burden, passenger demand, capacity and yield management, market presence and competition. If airlines 
are unable to charge fares sufficiently high to cover operating costs and interest expense they will 
continue to experience financial difficulty, which could adversely affect Airport revenues. 

Many factors have combined to alter consumer travel patterns. The threat of terrorism against the 
United States remains high. As a result, the federal government has mandated various security measures 
that have resulted in new security taxes and fees and longer passenger processing and wait times at 
airports. Both add to the costs of air travel and make air travel less attractive to consumers relative to 
ground transportation, especially to short-haul destinations. Additionally, consumers have become more 
price-sensitive. Efforts of airlines to stimulate traffic by heavily discounting fares have changed 
consumer expectations regarding airfares. Consumers have come to expect extraordinarily low fares. In 
addition, the availability of price information on the Internet now allows comparison shopping, which has 
changed consumer purchasing habits. Consumers have shifted from purchasing paper tickets from travel 
agencies or airline ticketing offices to purchasing electronic tickets over the Internet. This has made 
pricing and marketing even more competitive in the U.S. airline industry. Finally, smaller corporate 
travel budgets, combined with the higher time costs of travel, have made business customers more 
amenable to communication substitutes such as tele- and video-conferencing. 



Capacity of National Air Traffrc Control and Airport Systems 

Demands on the nation's air traffic control system continue to cause aircraft delays and 
restrictions, both on the number of aircraft movements in certain air traffic routes and on the number of 
landings and takeoffs at certain airports. These restrictions affect airline schedules and passenger traffic 
nationwide. In addition, increasing demands on the national air traffic control and airport systems could 
cause increased delays and restrictions in the future. 

Aviation Security Concerns 

A terrorist threat or terrorist incident aimed at aviation could have an immediate and significant 
impact on the demand for aviation services, including, but not limited to, services at the Airport and 
depress airline indushy revenues and the Airport's revenues. 

As a result of the events of September 11, 2001, intensified security precautions have been 
instituted by government agencies, airlines and airport operators. These precautions include the 
strengthening of aircraft cockpit doors, changes to prescribed flight crew responses to attempted 
hijackings, increased presence of armed sky marshals, federalization of airport security functions under 
the TSA and revised procedures and techniques for the screening of passengers and baggage for weapons 
and explosives. No assurance can be given that these precautions will be successful. Also, the possibility 
of intensified international hostilities and further terrorist attacks involving or affecting commercial 
aviation are a continuing concern that may affect future travel behavior and airline passenger demand. 

Because of the implementation of the Congressional mandate for the screening of all checked 
baggage for explosives, as well as the impact on airport operations of procedures mandated under "Code 
Orange" (high) and "Code Red" (severe) national threat levels declared by the Department of Homeland 
Security under the Homeland Security Advisory System, there is the potential for significantly increased 
inconvenience and delays at many airports, although to date only relatively minor delays have been 
experienced as a result of these enhanced security procedures. 

The Report of the Airport Consultant states that historically airline travel demand has recovered 
fiom temporary decreases stemming from terrorist attacks, hijackings, aircraft crashes and international 
hostilities and, provided that intensified security precautions serve to maintain confidence in the safety of 
commercial aviation without imposing unacceptable inconveniences for airline travelers, of which there 
can be no assurance, it can be expected that future demand for airline travel at the Airport will depend 
primarily on economic rather than security factors. See APPENDIX LI - "REPORT OF THE AIRPORT 
CONSULTANT DATED OCTOBER 19,2010 - Airline Traffic Analysis - Key Factors Affecting Future 
Airline Traffic - Aviation Security Concerns." 

US Airways' Presence at  the Airport 

US Airways filed for Chapter 1 1  bankruptcy protection in August 2002 and emerged from 
bankruptcy in March, 2003. After failing to achieve sought cost savings, US Airways again filed for 
Chapter 11 protection in September 2004. The Chapter 11 filing permitted US Airways, and each of the 
other related debtors, to continue operations while developing a plan of reorganization to address existing 
debt, capital and cost structures. 

In November 2004, US Airways drastically reduced service at its Pittsburgh hub, rationalized its 
aircraft fleet, reduced leasing costs, and ratified agreements with its pilots, flight attendants, mechanics, 
and other employee groups to reduce labor costs. In February 2005, the U.S. Pension Benefit Guaranty 
Corporation assumed responsibility for the pensions of many US Ainvays employees. In September 
2005, US Airways successfully emerged from bankruptcy protection with a revised cost structure, and the 
parent company of US Airways simultaneously merged with the parent company of America West 
Airlines, Inc. ("America West"). 



Prior to the merger, America West largely served the western United States; America West also 
had a small hub at Columbus, Ohio, but reduced service there beginning in 2003. The post-merger 
combined company now operates domestic and international connecting hubs at Phoenix, Arizona; Las 
Vegas, Nevada; Charlotte, North Carolina and Philadelphia, Pennsylvania. Philadelphia serves as US 
Airways' primary northeast connecting hub and the airline's international gateway. SEE APPENDIX I1 - 
"REPORT OF THE AIRPORT CONSULTANT DATED OCTOBER 19,2010." 

The City has no information regarding the financial condition of US Airways and its future plans 
generally, and with regard to the Airport in particular, other than from bankruptcy court filings and filings 
with the Securities and Exchange Commission ("Commission"). The Commission website is 
http:llwww.sec.gov. Neither the City nor the underwriters undertake any responsibility for or make any 
representations as to the accuracy or completeness of the content of information available from the 
Commission, including but not limited to, updates of such information or links to other internet sites 
accessed through the Commission web site. See also "Effect of Bankruptcies and Mergers on Various 
Airline Agreements" and "Limitations on Bondholders' Remedies" below. 

Information Concerning the Airlines 

Many of the principal domestic airlines serving the Airport, or their respective parent 
corporations, and foreign airlines serving the Airport with American Depository Receipts ("ADRs") 
registered on a national exchange are subject to the information reporting requirements of the Securities 
Exchange Act of 1934, as amended, and in accordance therewith file reports and other information with 
the Commission. Certain information, including financial information, concerning such domestic airlines, 
or their respective parent corporations, and such foreign airlines is disclosed in certain reports and 
statements filed with the Commission. Such reports and statements can be inspected and copied at the 
public reference facilities maintained by the Commission, which can be located by calling the 
Commission at 1-800-SEC-0330. The Commission maintains a web site at http:/www.sec.gov containing 
reports, proxy statements and other information regarding registrants that file electronically with the 
Commission. In addition, each airline is required to file periodic reports of financial and operating 
statistics with Department of Transportation ("DOT"). Such reports can be inspected at DOT'S Office of 
Airline Information, Bureau of Transportation Statistics, Department of Transportation, Room 4201, 400 
Seventh Street, S.W., Washington, D.C. 20590 and copies of such reports can be obtained from DOT at 
prescribed rates. 

Foreign airlines sewing the Airport, or foreign corporations operating airlines serving the Airport 
(unless such foreign airlines have ADRs registered on a national exchange) are not required to file 
information with the Commission. Such foreign airlines, or foreign corporations operating airlines, 
serving the Airport file limited information only with the DOT. 

Neither the City nor the Underwriters undertake any responsibility for or make any representation 
as to the accuracy or completeness of (i) any reports and statements filed with the Commission or DOT or 
(ii) any material contained on the Commission's website as described in the preceding paragraph, 
including, but not limited to, updated information on the Commission website or links to other Internet 
sites accessed through the Commission's website. 

Assumptions in the Report of the Airport Consultant; Forward Looking Statements 

The Report of the Airport Consultant discloses numerous assumptions regarding the factors that 
will affect future airline traffic at the Airport and the future f m c i a l  results of the Aiior t  System and 
states that any forecast is subject to uncertainties. Significant assumptions disclosed in the Report of the 
Airport Consultant include, among others, that: (i) sustained national economic growth will occur during 
the forecast period (beginning in mid-Fiscal Year 201 1); and (ii) the Airport will remain a major national 
and international system hub for US Airways. The Report of the Airport Consultant should be read in its 
entirety regarding the assumptions used to prepare the forecasts presented therein. No assurances can be 



given that the assumptions contained in the Report of the Airport Consultant will occur. Inevitably, some 
assumptions used to develop the forecasts will not be realized and unanticipated events and circumstances 
may occur. Therefore, the actual results achieved during the forecast period will vary kom tbe forecast 
results, and the variations may be material. See APPENDIX 11 - "REPORT OF THE AIRPORT 
CONSULTANT DATED OCTOBER 19,2010 -Airline Traffic Analysis- Forecast Airline Traffic." 

This Official Statement, including particularly the Report of the Airport Consultant, 
contains statements relating to future results that are "forward looking statements" as defined in 
the Private Securities Litigation Reform Act of 1995. When used in this Official Statement, the 
words "estimate," "anticipate," "forecast," 'project," 'intend," "propose," "plan," "expect," 
'assume" and similar expressions identify forward looking statements. Such statements are subject 
to risks and uncertainties that could cause actual results to differ materially from those 
contemplated in such forward looking statements. The Report of the Airport Consultant is dated 
October 19, 2010, and has not been updated to reflect events and changes in circumstance since 
such date. 

Passenger Facility Charge Revenues 

Possibiitv and Consecluences of Insufficiencv of PFC Revenues. The ability of the City to 
collect annually sufficient PFC Revenues depends upon a number of factors including the operation of the 
Airport by the City, the number of enplanements at the Airport, the use of the Airport by Collecting 
Camers, and the efficiency and ability of the Collecting Carriers to collect and remit PFCs to the City. 
The City relies upon the Collecting Carriers' collection and remittance of PFCs and both the City and the 
FAA rely upon the air carriers' reports of enplanements and collections. Of the 2010 Bonds, only the 
2010D Bonds are secured by a pledge of PFC Revenues; the 2010A Bonds, 2010B Bonds and 2010C 
Bonds are not so secured. 

Amendment to the PFC Act. There is no assurance that the PFC Act will not be repealed or 
amended or that the PFC Regulations or the City's approvals from the FAA will not be amended in a 
manner that would adversely affect the City's ability to collect and use PFC Revenues in amounts 
sufficient to make timely payments of a portion of the principal and interest on those Airport Revenue 
Bonds secured by PFC Revenues, including the 1998B Bond, the 2001A Bond and the 2010D Bonds. In 
such event, the City may have less PFC Revenues available than projected and may have to use other 
Pledged Amounts to pay debt service on the 1998B Bond, the 2001A Bond and the 2010D Bonds. 

Termination of Authoritv to I m ~ o s e  and Use PFCs. The FAA may terminate the City's 
authority to impose PFCs, subject to informal and formal procedural safeguards, if the FAA determines 
that (i) the City is in violation of certain provisions of the Noise Act (as defined herein) relating to airport 
noise and aces restrictions, (ii) PFC Revenues are not being used for approved PFC funding in accordance 
with the FAA's approvals or with the WC Act and the PFC Regulations, (iii) implementation of projects 
financed with PFC Revenues does not commence within the time periods specified in the PFC Act and 
the PFC Regulations, or (iv) the City is otherwise in violation of the PFC Act, the PFC Regulations or the 
PFC approvals. 

Treatment of PFCs in Air Camer  Bankru~tcies. The PFC Act provides that PFCs collected 
by the airlines constitute a bust fund held for the beneficial interest of the eligible agency (i.e., the City) 
imposing the PFCs, except for any handling fee or retention of interest collected on wemitted proceeds. 
In addition, federal regulations require airlines to account for PFC collections separately and to disclose 
the existence and amount of funds regarded as trust funds for fmancial statements. However, the airlines 
are permitted to commingle PFC collections with other revenues and are also entitled to retain interest 
earned on PFC collections until such PFC collections are remitted. In the event of a bankruptcy, the PFC 
Enabling Act, as amended in December 2003, provides that (I) PFCs are and remain trust funds, (2) the 
airline in bankruptcy may not grant to any third party any security or other interest in PFC revenue, and 
(3) the airline in bankruptcy must segregate in a separate account PFC revenue equal to its average 



monthly PFC liability. Despite these enhanced statutory protections, it is unclear whether the City would 
be able to recover the full amount of PFC hust funds collected or accrued with respect to an airline in the 
event of a liquidation or cessation of business. The City also cannot predict whether an airline operating 
at the Airport that files for bankruptcy would have properly accounted for PFCs owed to the City or 
whether the bankruptcy estate would have sufficient moneys to pay the City in full for PFCs owed by 
such airline. All airlines operating at the Airport are current in the payment of PFCs owed to the City. 

Effect of Bankruptcies and Mergers on Various Airline Agreements 

General: Bankruptcies and Mereen. The Airport derives a substantial portion of its operating 
revenues from landing fees, rentals and concession fees. The financial strength and stability of the 
airlines serving the Airport, together with numerous other factors, influence the level of aviation activity 
at the Airport. In addition, individual airline decisions regarding the level of service, particularly hubbing 
activity and aircraft size (such as the use of regional jets) can affect total enplanements. 

The airlines serving the Airport have all been impacted by the events described above and have 
experienced an increase in costs and a resulting decline in financial condition to varying degrees. Since 
2001, several airlines with operations at the Airport have filed for bankruptcy protection, including United 
Airlines ("United"), US Airways (twice), Air Canada, Frontier Air Lines, American T m  Air (ATA), 
Delta Air Lines ("Delta") and Northwest Airlines ("Northwest"). Of these airlines, US Airways emerged 
from both of its bankruptcy proceedings and was part of the merger of the parent companies of US 
Airways and America West that occurred in September 2005; Air Canada emerged from bankruptcy in 
September 2004; United emerged from bankruptcy in February 2006. Delta emerged from bankruptcy in 
April 2007; Northwest emerged from bankruptcy in May 2007. ATA discontinued all operations in April 
2008. Frontier Airlines filed for bankruptcy protection in April 2008, but has since assumed its Airline 
Agreement and is continuing operations at the Airport. 

In April 2008. Delta and Northwest announced a merger agreement. Approvals by the respective 
shareholders of both airlines was announced September 26, 2008. The European Union approved the 
transaction on August 7, 2008, and the United States Department of Justice on October 29, 2008. 
Following the merger of operating certificates as of December 31, 2009, the repainting of aircraft, the 
rebranding of hubs and consolidation of gates, the merger was essentially complete by January 31,2010; 
creating what, then, was the largest airline in the world. 

In May 2010, United announced an agreement to merge with Continental Airlines 
("Continental"). The Justice Department announced on August 27, 2010, that it had closed its 
investigation of and approved the proposed merger following an agreement by United and Continental to 
transfer takeoff and landing slots and other assets at Newark, NJ Liberty Airport to Southwest. On 
September 17, 2010, shareholders of both airlines approved the merger. The merger became effective 
October 1, 2010, and the new entity, United Continental Holdings, Inc., is the largest airline in the world. 

On September 27,2010, Southwest announced that it had agreed to purchase AirTran. Southwest 
said the transaction had been approved by the boards of both companies. Shareholder and regulatory 
approval are required before the acquisition can be completed. 

Additional bankruptcies, liquidations, mergers or major restructurings of other airlines could 
occur. It is not possible to predict the impact on the Airport of the recent, potential and any future 
bankruptcies, liquidations, mergers or major restructurings of other airlines. 

Assumption or Reiection of Agreements. In the event of bankruptcy proceedings involving one 
or more of the Signatory Airlines or other air carriers, the debtor or its bankruptcy hustee must determine 
within a time period determined by the court whether to assume or reject the applicable Airline 
Agreement or Other Airline Agreement. In the event of assumption, the debtor would be required to cure 
any prior defaults and to provide adequate assurance of future performance under the relevant 
agreements. Rejection of a lease or executory contract by any of the Signatory Airlines would give rise to 



an unsecured claim of the City for damages, the amount of which in the case of a lease is limited by the 
Bankruptcy Code. However, the costs of Terminal Building Area vacated as a result of a rejection of an 
Airline Agreement by a Signatory Airline in bankruptcy would be passed on to the remaining Signatory 
Airlines under their Airline Agreements. If the bankruptcy of one or more Signatory Airlines were to 
occur, there can be no assurance that the remaining Signatory Airlines would be able, individually or 
collectively, to meet their obligations under the Airline Agreements. See "THE AIRPORT SYSTEM - 
Information Concerning the Signatory Airlines." See also APPENDIX 11 - "REPORT OF THE 
AIRPORT CONSULTANT DATED OCTOBER 19,2010." 

If contractual agreements with the airlines do not exist, rates and charges for use of the Airport 
System are required to be established by ordinance of City Council. 

Limitations on Bondholders' Remedies 

The rights and remedies of the Fiscal Agent and the Bondholders with respect to the 2010 Bonds 
are subject to various provisions of Chapter 9 of the United States Bankruptcy Code (the "Bankruptcy 
Code''), which perm;& under certain circumstances, a political subdivision or public agency or 
instrumentality of a state to file a voluntary petition in bankruptcy in the nature of a plan for adjustment in 
the repayment of debts if, generally, the entity is insolvent or unable to meet its debts as they mature. 
Such a petition may be filed by a political subdivision (such as the City) only if the state legislature has 
specifically authorized (by description or by name) the entity to be a debtor under Chapter 9 of the 
Bankruptcy Code or a governmental officer or organization empowered by state law to give such 
authorization has done so. The Financially Distressed Municipalities Act, Act No. 1987-47 of the 
Commonwealth of Pennsylvania, approved July 10, 1987, amended in 1992 and now known as the 
Municipalities Financial Recovery Act, Act No. 1992-69 of the Commonwealth, approved June 30, 1992 
("Financial Recovery Act"), provides, among other things, for the restructuring of debt of a fmancially 
distressed municipality and the method by which such entities are permitted to apply for relief under the 
Bankruptcy Code. In addition, the Financial Recovery Act empowered the Department of Community 
Affairs of the Commonwealth (now the Department of Community and Economic Development) to 
declare certain municipalities financially distressed upon the occurrence of certain events and the making 
of certain determinations by such Department. 

With respect to the City, certain provisions of the Financial Recovery Act have been preempted 
by the Pennsylvania Intergovernmental Cooperation Authority Act for Cities of the First Class, Act No. 
1991-6 of the Commonwealth, approved June 5, 1991 (the "PICA Act"). The provisions of the Financial 
Recovery Act relating to the City that were not preempted have been suspended with respect to the City 
by the PICA Act. The PlCA Act prevents the City from filing a petition for relief under Chapter 9 of the 
Bankruptcy Code as long as PICA has outstanding any bonds issued pursuant to the PICA Act. As of 
June 30, 2010, PICA had bonds outstanding in the aggregate principal amount of $517,435,000 and the 
maturity of those bonds extends until 2023 in the absence of early redemption. If no such bonds were 
outstanding, the PlCA Act requires approval in writing by the Governor of the Commonwealth for a filing 
under Chapter 9 by the City. If the provisions of the PlCA Act relating to the authorization by the 
Governor for the City to file a petition under Chapter 9 of the Bankruptcy Code were invoked, such 
provisions could limit the enforcement of rights and remedies by holders of the 2010 Bonds and other 
Airport Revenue Bonds. Because the term of the 2010 Bonds extends beyond the latest maturity date of 
the bonds issued by PlCA, there is a possibility that the City could file for bankruptcy protection under 
the Bankruptcy Code. Should the City ever file under Chapter 9 of the Bankruptcy Code, the rights and 
remedies of the holders of the 2010 Bonds and other Airport Revenue Bonds may be adversely affected. 

The enforceability of the rights and remedies of the Fiscal Agent and the holders of Bonds may 
also be limited by other bankruptcy or insolvency or other laws now or hereafter in effect affecting the 
rights or remedies of creditors generally, or be subject to principles of equity, if equitable remedies are 
sought. 



TAX MATTERS 

Tax Exemption-Opinion of Co-Bond Counsel 

The Internal Revenue Code of 1986, as amended (the "Code") contains provisions relating to the 
tax-exempt status of interest on obligations issued by governmental entities which apply to the 2010 
Bonds. These provisions include, but are not limited to, requirements relating to the use and investment 
of the proceeds of the 2010 Bonds and the rebate of certain investment earnings derived from such 
proceeds to the United States Treasury Department on a periodic basis. These and other requirements of 
the Code must be met by the City subsequent to the issuance and delivery of the 2010 Bonds in order for 
interest thereon to be and remain excludable from gross income for purposes of federal income taxation. 
The City has covenanted to comply with such requirements. 

In the opinion of Co-Bond Counsel, interest on the 2010 Bonds is not includable in gross income 
for purposes of federal income taxation under existing statutes, regulations, rulings and court decisions, 
except as to interest on any 2010 Bond during any period such 2010 Bond is held by a person who is a 
"substantial user" of the facilities financed or refinanced with the Bond proceeds or a "related person," as 
those terms are used in Section 147(a) of the Code. The opinion of Co-Bond Counsel is subject to the 
condition that the City comply with all applicable federal income tax law requirements that must be 
satisfied subsequent to the issuance of the 2010 Bonds in order that interest thereon continues to be 
excluded from gross income. Failure to comply with certain of such requirements could cause the interest 
on the 2010 Bonds to be so includable in gross income retroactive to the date of issuance of the 2010 
Bonds. The City has covenanted to comply with all such requirements. 

Interest on the 2010A Bonds is not subject to the alternative minimum tax mposed on individuals 
and corporations. Interest on the 20108 Bonds is not treated as an item of tax preference under Section 
57 of the Code for purposes of the individual and corporate alternative minimum taxes; however, under 
the Code, such interest on the 20108 Bonds may be subject to certain other taxes affecting corporate 
holders of the 2010B Bonds. Interest on the 2010C Bonds and 2010D Bonds is treated as an item of tax 
preference for purposes of the alternative minimum tax imposed on individuals and corporations. Co- 
Bond Counsel expresses no opinion regarding other federal tax consequences relating to the 2010 Bonds 
or the receipt of interest thereon. See discussion of "Alternative Minimum Tax," "Branch Profits Tax," "S 
Corporations with Passive Investment Income," "Social Security and Railroad Retirement Benefits," 
"Deduct~on for Interest Paid by Financial Institutions to Purchase or Carry Tax-Exempt Obligations," and 
"Property or Casualty Insurance Company" and "Accounting Treatment of Original Issue Discount and 
Amortizable Bond Premium" below. 

In the opinion of Co-Bond Counsel, under the laws of the Commonwealth of Pennsylvania as 
enacted and construed on the date hereof, the 2010 Bonds. and the interest thereon are free from taxation 
for state and local purposes within the Commonwealth of Pennsylvania, but such exemption does not 
extend to gdt, estate, succession or inheritance taxes or any other taxes not levied or assessed duectly on 
the 2010 Bonds or the interest thereon. Profits, gains or income derived from the sale, exchange, or other 
disposition of the 2010 Bonds are subject to state and local taxation within the Commonwealth of 
Pennsylvania. Specifically, the 2010 Bonds are exempt from personal property taxes in Pennsylvania and 
interest on the 2010 Bonds is exempt from the Pennsylvania personal income tax and the Pennsylvania 
corporate net income tax. 

Alternative Minimum Tax 

Interest on the 2010A Bonds is not treated as an item of tax preference for purposes of computing 
the alternative minimum tax imposed on individuals and corporations under Section 57 of the Code and 
the interest on the 2010A Bonds is not included in "adjusted current earnings" for purposes of computing 
the alternative minimum tax applicable to corporations. 



Interest on the 2010B Bonds is not treated as an item of tax preference under Section 57 of the 
Code for purposes of computing the alternative minimum tax imposed on individuals and corporations 
under Section 57 of the Code but the interest on the 2010B Bonds may be included in "adjusted current 
earnings" for purposes of computing the alternative minimum tax applicable to corporations. 

Interest on the 2010C Bonds and 2010D Bonds is treated as an item of tax preference for 
purposes of computing the alternative minimum tax imposed on individuals and corporations under 
Section 57 of the Code and the interest on the 2010C and 2010D Bonds may be included in "adjusted 
current earnings" for purposes of computing the alternative minimum tax applicable to corporations. 

Branch Profits Tax 

Under the Code, foreign corporations engaged in a trade or business in the United States will be 
subject to a "branch profits tax" equal to thirty percent (30%) of the corporation's "dividend equivalent 
amount" for the taxable year. The term "dividend equivalent amount" includes interest on tax-exempt 
obligations. 

S Corporations with Passive Investment Income 

Section 1375 of the Code imposes a tax on the income of certain small business corporations for 
which an S Corporation election is in effect, and that have "passive investment income." For purposes of 
Section 1375 of the Code, the term "passive investment income" includes interest on the 2010 Bonds. 
This tax applies to an S Corporation for a taxable year if the S Corporation has Subchapter C earnings and 
profits at the close of the taxable year and has gross receipts, more than twenty-five percent (25%) of 
which are "passive investment income." Thus, interest on the 2010 Bonds may be subject to federal 
income taxation under Section 1375 of the Code if the requirements of that provision are met. 

Social Security and Railroad Retirement Benefits 

Under Section 86 of the Code, certain Social Security and Railroad Retirement benefits (the 
"benefits") may be includable in gross income. The Code provides that interest on tax-exempt obligations 
(including interest on the 2010 Bonds) is included in the calculation of "modified adjusted gross income" 
in determining whether a portion of the benefits received are to be includable in gross income of 
individuals. 

Deduction for Interest Paid by Financial Institutions to Purchase or Carry Tax-Exempt Obligations 

The Code, subject to limited exceptions not applicable to the 2010 Bonds, denies the interest 
deduction for indebtedness incurred or continued to purchase or cany tax-exempt obligations, such as the 
2010 Bonds. With respect to banks, thrift institutions and other financial institutions, the denial to such 
institutions is one hundred percent (100%) for interest paid on funds allocable to the 2010 Bonds and any 
other tax-exempt obligations acquired after August 7, 1986. 

Property or  Casualty Insurance Company 

The Code also provides that a property or casualty insurance company may also incur a reduction, 
by a specified portion of its tax-exempt interest income, of its deduction for losses incurred. 

Reportable Payments and Backup Withholding 

Under 2006 amendments to the Lnternal Revenue Code, payments of interest on the 2010 Bonds 
will be reported to the Internal Revenue Service by the payor on the Form 1099 unless the Bondholder is 
an "exempt person" under Section 6049 of the Code. A Bondholder who is not an exempt person may be 
subject to "backup withholding" at a specified rate prescribed in the Code if the Bondholder does not file 
Form W-9 with the payor advising the payor of the Bondholder's taxpayer identification number. 
Bondholders should consult their brokers regarding this matter. 



The Fiscal Agent will report to the Bondholders and the Internal Revenue Service for each 
calendar year the amount of "reponable payments" during such year and the amount of tax withheld, if 
any, with respect to payments on the 2010 Bonds. 

Accounting Treatment of Original Issue Discount and Amortizable Bond Premium 

The Insured 2010A Bonds maturing on June 15. 2026, June 15, 2029, and June 15,2035 (serial 
maturity), and the Insured 2010D Bonds maturing on June 15, 2020, and June 15, 2024, are herein 
referred to as the "Discount Bonds." In the opinion of Co-Bond Counsel, the difference between the 
initial public offering price of the Discount Bonds set forth on the inside cover page and the stated 
redemption price at maturity of each such Bond constitutes "original issue discount," all or a portion of 
which will, on the disposition or payment of such Bonds, be treated as tax-exempt interest for federal 
income tax purposes. Original issue discount will be apportioned to an owner of the Discount Bonds 
under a "constant interest method," which utilizes a periodic compounding of accrued interest. If an 
owner of a Discount Bond who purchases it in the original offering at the initial public offering price 
owns that Discount Bond to maturity, that Bondholder will not realize taxable gain for federal income tax 
purposes upon payment of the Discount Bond at maturity. An owner of a Discount Bond who purchases 
it in the original offering at the initial public offering price and who later disposes of the Discount Bond 
prior to maturity will be deemed to have accrued tax-exempt income in a manner described above; 
amounts realized in excess of the sum of the original offering price of such Discount Bond and the 
amount of accrued original issue discount will be taxable gain. 

Purchasers of Discount Bonds should consider possible state and local income, excise or 
franchise tax consequences arising from original issue discount on the Discount Bonds. Prospective 
purchasers of the Discount Bonds should consult their tax advisors regarding the Pennsylvania tax 
treatment of original issue discount. 

The following are hereinafter referred to as the "Premium Bonds": (i) the Uninsured 2010A 
Bonds maturing on June 15, 2011, through and including June 15, 2030, June 15, 2035, and June 15, 
2040: the Insured 2010A Bonds maturing June 15.2014, June 15. 2015, June 15,2017, June 15,2018, 
June 15, 2019, June 15,2021, June 15,2035, and June 15, 2040, (ii) the 20108 Bonds maturing on June 
15.201 1. through and including June 15. 2015, (iii) the 2010C Bonds maturing on June 15,201 1 through 
and including June 15, 2018, and (iv) the Uninsured 2010D Bonds maturing on June 15, 2011 through 
and including June 15,2025, and June 15,2028 and the Insured 2010D Bonds maturing on June 15,2015. 
An amount equal to the excess of the initial public offering price of a Premium Bond set forth on the 
inside cover page over its stated redemption price at maturity constitutes premium on such Premium 
Bond. A purchaser of a Premium Bond must amortize any premium over such Premium Bond's term 
using constant yield principles, based on the purchaser's yield to maturity. As premium is amortized, the 
purchaser's basis in such Premium Bond is reduced by a corresponding amount, resulting in an increase 
in the gain (or decrease in the loss) to be recognized for federal income tax purposes upon a sale or 
disposition of such Premium Bond prior to its maturity. Even though the purchaser's basis is reduced, no 
federal income tax deduction is allowed. 

Purchasers of any Premium Bonds, whether at the time of initial issuance or subsequent thereto, 
should consult their own tax advisors with respect to the determination and treatment of premium for 
federal income tax purposes and with respect to state and local tax consequences of owning Premium 
Bonds. 

LEGAL PROCEEDINGS 

General 

The City is involved in several claims and lawsuits arising in the ordinary course of operations of 
the Airport System. The City estimates that any liability assessed against the City, as a result of claims 



that are not covered by insurance or otherwise, would not materially and adversely affect the 2010 Bonds, 
the security for the 2010 Bonds or the financial condition or operations of the Airport System. There has 
been no litigation seeking to enjoin the issuance, sale or delivery of the 2010 Bonds. 

No Litigation Opinion 

Upon delivery of the 2010 Bonds, the City Solicitor will furnish an opinion, in form satisfactory 
to Co-Bond Counsel and to the Underwriters, to the effect that, among other things, except for litigation 
which in the opinion of the City Solicitor is without merit and except as disclosed in this Official 
Statement, there is no litigation or other legal proceeding pending in any court, or, to the knowledge of 
the Law Department after investigation, threatened in writing against the City, to restrain or enjoin the 
issuance, sale or delivery of the 2010 Bonds or in any way contesting the validity or enforceability of the 
2010 Bonds. 

UNDERWRITING 

The 2010 Bonds are being purchased by the underwriters listed on the cover page of this Oficial 
Statement (the "Underwriters"), for which Memll Lynch, Pierce, Fenner & Smith Incorporated is acting 
as Representative, at a purchase price of $655,974,208.84, which represents the principal amount of the 
2010 Bonds, plus net original issue premium of $34,207,715.20, and less an underwriters' discount of 
$2,898,506.36. The Underwriters will purchase all of the 2010 Bonds if any 2010 Bonds are purchased. 
The obligation of the Underwriters to purchase the 2010 Bonds is subject to certain terms and conditions 
set forth in the purchase contract related to the 2010 Bonds. 

The initial public offering prices of the 2010 Bonds set forth on the inside cover page of this 
Official Statement may be changed without notice by the Undenwiters. The Underwriters may offer and 
sell Bonds to certain dealers (including dealers deposition Bonds into investment trusts, certain of which 
may be sponsored or managed by the Underwriters) and others at prices lower that the offering prices set 
forth on the inside cover page. 

J.P. Morgan Securities LLC ('YPMS')), one of the Underwriters ofthe 2010 Bonds has entered 
into negotiated dealer agreements (each, a "Dealer Agreement') with each of UBS Financial Services 
Inc. ("UBSFS') and Charles Schwab & Co., Inc. ("CS&Co.') for the retail distribution of certain 
securities offerings at the original issue prices. Pursuant to each Dealer Agreement (f applicable to this 
transaction), each of UBSFS and CS&Co. will purchase the 2010 Bonds from JPMS at the original issue 
price less a negotiatedportion of the selling concession applicable to the 2010 Bonds that such firm sells. 

Morgan Stanley, parent company of Morgan Stanley & Co. Incorporated, an Underwriter of the 
2010 Bonds, has entered into a retail brokerage joint venture with Citigroup Inc. As part of the joint 
venture, Morgan Stanley & Co. Incorporated wiN distribute municipal securities to retail investors 
through the financial advisor network of a new broker-dealer, Morgan Stanley Smith Barney LLC. This 
distribution arrangement became effective on June 1,2009. As port of this arrangement, Morgan Stanley 
& Co. Incorporated will compensate Morgan Stanley Smith Barney LLC for its selling efforts with respect 
to the Series 2010 City of Philadelphia, Pennsylvania Airport Revenue Bonds. 

Wells Fargo Securities is the trade name for certain capital markets and investment banking 
services of Wells Fargo & Company and its subsidiaries, including Wells Fargo Bank, N.A., one of the 
underwriters of the 2010 Bonds (" WFBNA '7). WFBNA has entered into an agreement (the "Distribution 
Agreement'? with Wells Fargo Advisors, LLC ("WFA '? for the retail distribution of certain municipal 
securities offerings, including the 2010 Bonds. Pursuant to the Distribution Agreement, WFBNA will 
share aportion of its underwriting compensation with respect to the 2010 Bonds with WFA, WFBNA and 
WFA are both subsidiaries of Wells Fargo & Company. 



RATINGS 

Moody's Investors Service ("Moody's"), Standard & Poor's Rating Services, a Division of The 
McGraw-Hill Companies, Inc. ("Standard & Poor's"), and Fitch Ratings ("Fitch") have assigned ratings 
to the Uninsured Bonds of "AY, "A+", and "A", respectively. 

Moody's Investors Service ("Moody's") and Standard & Poor's Rating Services, a Division of 
The McGraw-Hill Companies, Inc. ("Standard & Poor's") are expected to assign ratings to the Insured 
Bonds of "Aa3" (negative outlook) and "AA+" (stable outlook), respectively, with the understanding that 
concurrently with the delivery of the Insured Bonds an insurance policy guaranteeing the scheduled 
payment of principal of and interest on such Insured Bonds will be issued by AGM. 

A rating, including any related outlook with respect to potential changes in such ratings, reflects 
only the view of the agency giving such rating and is not a recommendation to buy, sell or hold the 2010 
Bonds. An explanation of the significance of any such rating may be obtained only from the rating 
agency furnishing the same. Such ratings may be changed at any time, and no assurance can be given that 
they will not be revised downward or withdrawn entirely by any of such rating agencies if, in the 
judgment of any of them, circumstances so warrant. Any such downward revision or withdrawal of any 
of such ratings may have an adverse effect on the market price or marketability of the 2010 Bonds. 

CONSULTING ENGINEER 

The report on the physical condition of the Airport System, dated May 5, 2010 ("Engineer's 
Report"), was prepared by Urban Engineers, Inc., Philadelphia, Pennsylvania. A copy of the Engineer's 
Report is available from the Administrative Office of the Division of Aviation, Philadelphia International 
Airport, Philadelphia, Pennsylvania 19153. APPENDIX I11 to this Official Statement contains the 
transmittal letter that accompanied the Engineer's Report and a letter from Urban Engineers, Inc. 
consenting to the references to the Engineer's Report in this Official Statement. Such references are 
made in reliance upon the knowledge and experience of Urban Engineers, Inc. in the field of physical 
properties consulting. 

CO-FINANCIAL ADVISORS 

First Southwest Company, Houston, Texas, and Frasca & Associates, L.L.C., New York, New 
York, have been retained by the City as Co-Financial Advisors in connection with the remarketing of the 
2010 Bonds and, in such capacity, have assisted the City in the preparation of 2010 Bonds-related 
documents. 

Although the Co-Financial Advisors have read and participated in the preparation of this Official 
Statement, they have not independently verified any of the information set forth herein. The information 
contained in this Official Statement has been obtained primarily from the City's records and from other 
sources that are believed to be reliable, including financial records of the City, reports of consultants and 
other entities that may be subject to interpretation. No guarantee is made as to the accuracy or 
completeness of any such information. No person, therefore, is entitled to rely upon the participation of 
the Co-Financial Advisors as an implicit or explicit expression of opinion as to the completeness and 
accuracy of the information contained in this Official Statement. 

APPROVAL OF LEGALITY 

Certain legal matters incident to the authorization, issuance and sale of the 2010 Bonds will be 
passed upon by Saul Ewing LLP, Philadelphia, Pennsylvania, and Gonzalez Saggio & Harlan LLP, New 
York, New York, Co-Bond Counsel. The proposed form of such approving opinion is included herein as 
Appendix VI. Certain legal matters will be passed upon for the City of Philadelphia by the City Solicitor. 



Certain legal matters will be passed upon for the Undenvriters by Kutak Rock LLP, Philadelphia, 
Pennsylvania, and Stephanie Saint-Cyr, Esquire, Moorestown, New Jersey, Co-Counsel to the 
Underwriters. 

RELATIONSHIPS OF CERTAIN PARTIES 

Saul Ewing LLP, Gonzalez Saggio & Harlan LLP, Kutak Rock LLP and Stephanie Saint-Cyr, 
Esquire, all have in the past provided legal services to the City and periodically represent the City on 
matters unrelated to the issuance and sale of the 2010 Bonds. 

ADDITIONAL INFORMATION 

It is the practice of the City in connection with the issuance and sale of each issue of the City's 
bonds or notes, to require in its contract with its underwriters that the underwriters deposit the Official 
Statement of the City relating to such issue of bonds or notes with a nationally recognized municipal 
securities information repository (a "Repository") as soon as practicable after delivery of such Off~cial 
Statement. It is also the City's practice to file its Comprehensive Annual Financial Report ("CAFR), 
which contains the audited combined financial statements of the City, with a Repository as soon as 
practicable after delivery of such report. Since July 1, 2009, pursuant to Securities and Exchange 
Commission Rule 15c2-12, all such filings must be made with the Municipal Securities Rulemaking 
Board (MSRB) through the MSRB's Electronic Municipal Market Access (EMMA) system. The CAFR 
for the City's Fiscal Year ended June 30,2009 was filed with EMMA on February 25,2010. The CAFR 
is prepared by the Office of the Director of Finance of the City in conformance with guidelines adopted 
by the Governmental Accounting Standards Board and the American Institute of Certified Public 
Accountants audit guide, Audits of State and Local Government Units. Upon written request to the 
Office of the Director of Finance and payment of the costs of duplication and mailing, the City will make 
available copies of the CAFR for the Fiscal Year ended June 30, 2009. Such a request should be 
addressed to: Office of the Director of Finance, Municipal Services Building, 1401 John F. Kennedy 
Boulevard, Philadelphia, PA 19102. A copy of the financial statements of the City for the Fiscal Year 
ended June 30, 2009 may be downloaded at http:llwww.phila.gov/investor. The CAFR contains pertinent 
information with respect to the Division of Aviation. The City also expects to provide fmncial and other 
information as to the City from time to time to Moody's, S&P and Fitch in connection with securities 
ratings issued by those rating agencies for bonds or notes of the City. 

The foregoing statement as to filing or furnishing of additional information reflects the City's 
current practices, but is not a contractual obligation to the holders of the City's bonds or notes. 

CONTINUING DISCLOSURE AGREEMENT 

In order to assist the Underwriters in complying with the requirements of Section (b)(5) of Rule 
15~2-12 promukated bv the Securities and Exchange Commission. the Citv will enter into a continuine 
disclosure under;akmg (the "Continuing Disclosure igreementw) for the benefit of the owners of the 2010 
Bonds. See APPENDIX VII - "FORM OF CONTINUING DISCLOSURE AGREEMENT for the 
detailed provisions of the proposed form of Continuing Disclosure Agreement. 

At this time, only the City and US Ainvays (which is a party to the Airline Agreement and 
pursuant thereto currently accounts for at least 20% of Project Revenues, as defined in the General 
Ordinance for the past two Fiscal Years) are "obligated persons" for annual reporting purposes under the 
criteria specified in the Continuing Disclosure Agreement. Pursuant to the Continuing Disclosure 
Agreement, US Ainvays has agreed to make available, and the City agrees to use its best efforts to require 
any future obligated persons to make available financial information and operating data with respect to 
themselves as required by the Rule. US Airways will acknowledge the Continuing Disclosure Agreement 



and agree to make available such information for as long as  it remains an obligated person under the 
criteria specified in the Continuing Disclosure Agreement. Upon expiration of its Airline Agreement, in 
the absence of another contractual arrangement between the City and US Airways, US Airways may 
cease to be an obligated person under Rule 15~2-12. The City and US Airways are in compliance with all 
of their written undertakings to provide continuing disclosure with respect to airport revenue bonds issued 
pursuant to the General Ordinance as supplemented through the Ninth Supplemental Ordinance. 

CERTAIN REFERENCES 

All summaries of the Act, the General Ordinance, the Ninth Supplemental Ordinance, the Tenth 
Supplemental Ordinance, the Insurance and Reimbursement Agreement and the Airline Agreements 
contained in this Official Statement, including the Appendices hereto, are only brief outlines of certain 
provisions thereof and do not constitute complete statements of such documents or provisions. Reference 
is made hereby to the complete documents for the complete terms and provisions thereof. Copies of these 
documents are available from the Office of the Director of Finance, 13th Floor, Municipal Services 
Building, 1401 John F. Kennedy Boulevard, Philadelphia, Pennsylvania 19102. 

All quotations from and summaries and explanations of the Constitution and laws of the 
Commonwealth and Ordinances of the City contained herein do not purport to be complete and are 
qualified by reference to the official compilations thereof in their entireties and all references to the 2010 
Bonds are qualified by reference to the complete, definitive forms of the 2010 Bonds. All capitalized 
terms used herein which are not defined herein or in APPENDIX IV shall have the meanings ascribed to 
them in the Act and the General Ordinance. See APPENDIX IV - "SUMMARY OF CERTAIN 
AUTHORIZATIONS FOR THE 2010 BONDS." 

Any statements made in this Official Statement involving matters of opinion, projections or 
estimates, whether or not so expressly stated, are set forth as such and not as representations of fact, and 
no representation is made that any of the estimates will be realized. 

The Appendices are integral parts of this Official Statement and must be read together with all 
parts of this Off~cial Statement. 

The remainder of this page is intentionally left blank. 
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FINANCIAL STATEMENTS 
OF THE DMSION OF AVIATION 

For purposes of calculating Scheduled Airline rentals, fees and charges, and demonstrating compliance 
with the Rate Covenant, Aviation Fund accounts are maintained on the accrual basis of accounting 
adjusted to meet the particular requirements of the General Airport Revenue Bond Ordinance of the City. 
Using this basis of accounting, revenues are recorded as they are earned, and operating expenses are 
recorded as they are incurred. In addition, principal payments on debt are recorded as an element of 
expense in lieu of depreciation, and equipment purchases and other capital outlays funded from operations 
are charged to expense in the year of acquisition. 

For purposes of budgeting, Aviation Fund accounts are maintained on the modified accrual basis of 
accounting also referred to as the "legally enacted basis." Under this basis, revenues are recorded in the 
year received. Obligations are recognized and recorded as expenses at the time they are paid or 
encumbered. A reserve is maintained for encumbrances at the close of the fiscal year, intended to be 
sufficient to liquidate the estimated related obligations. 

The accounting policies of the City of Philadelphia, as reflected in the accompanying Aviation Fund 
financial statements, conform to accounting principles generally accepted in the United States of America 
for local government units as prescribed by the Governmental Accounting Standards Board. Accounting 
principles generally accepted in the United States of America for proprietary funds, such as the Aviation 
Fund, require that both earnings and expenses be recorded as they accrue, and that depreciation of fixed 
assets be recorded as an expense. The financial statements for fiscal year 2009 are presented in accordance 
with accounting principles generally accepted in the United States of America. 

The financial statements contained in Appendix I are reconcilable with the Basic Financial Statements 
contained in the City's Comprehensive Annual Financial Report for fiscal year 2009, which are audited by 
the Office of the Controller of the City of Philadelphia. 



CITY OF PHILADELPHIA 
AVIATION FUND 

Management's Discussion and Analysis 

INTRODUCTION 

The following discussion and analysis of the financial performance and activity of the City of 
Philadelphia Airport System (the Airport System) is to provide an introduction and understanding of 
the basic financial statements of the Philadelphia Aviation Fund (Aviation Fund) for the fiscal year 
ended June 30,2009 (Fiscal 2009) with selected comparative information for the fiscal year ended 
June 30,2008 (Fiscal 2008). Philadelphia International Airport (PHL, or the Airport) and Northeast 
Philadelphia Airport (PNE) comprise the Airport System, which is owned by the City of 
Philadelphia (the City) and operated by the Division of Aviation (the Division). 

This discussion has been prepared by management and should be read in conjunction with the 
financial statements and the notes thereto that follow this section. The financial statements 
presented are for the Aviation Fund only, and are not intended to present fairly the financial position 
of the City as a whole and the results of its operations and cash flows. The Comprehensive Annual 
Financial Report (CAFR) of the City provides complete financial information as to the City and its 
component units. 

AIRPORT ACTIVITIES AND HIGHLIGHTS 

Financial Position: The Airport continued to strengthen its financial position in Fiscal 2009, 
as revenues exceeded expenses by $38.5 million, and assets exceeded liabilities by $798 
million, a 5.1% increase from last year. This amount includes Aviation Fund unrestricted net 
assets of $77.7 million to supplement continuing operations. 

Passenger Traffic: In Fiscal 2009, PHL saw its first reduction in passenger traffic since the 
events of September 1 I, 2001. The 4.3% reduction in enplanements resultedprimarily from the 
decline in the global economy, causing airlines to reduce flights and cut seat capacity to 
enhance economies and efficiencies. PHL's Dassenger reduction was less severe than the - 
national average of 7.9% for the period, as reported by the Bureau of Transportation Statistics. 
Aircraft operations and landed weight incurred similar reductions with decreases of 4.1% and - 
4.6% respectively. 

Enplanements and Operations Activity at PHL 
% Increase 

Fiscal Fiscal (Decrease) 
2009 2008 from 2008 

Enplanernents (Outbound passengers): 15,362,743 16,052,973 4.3% 
Operations (Takeoffs & landings): 478,573 499281 4.1% 
Landed Weight (1,000-pound units): 22,734,844 23,823,664 4.6% 



CITY OF PHILADELPHIA 
AVIATION FUND 

Mananement 's Discussion and Analysis 

Airport Revenue Bonds: In December 2008, the City remarketed its Series 2005C variable 
rate bonds ($178.6 million), with enhancement provided by an irrevocable direct pay letter of 
credit from TD Bank. This remarketing was undertaken to improve the weekly pricing of the 
2005C bonds, which had been unfavorably affected by financial market turmoil and bond 
insurer downgrades. Since remarketing the bonds, pricing has returned to satisfactory levels, 
with interest costs running an average $400,000 per month lower than those incurred prior to 
the remarketing. 

In April 2009, the City issued its fixed rate Series 2009A Airport Revenue Bonds totaling $45.7 
million to refund the Series 2005B variable rate bonds. The 2009A bonds were marketed to 
take full advantage of the two-year Alternative Minimum Tax (AMT) exemption for airport 
bonds, instituted under the American Recovery and Reinvestment Act (ARRA). By refunding 
the 2005B AMT bonds with 2009A non-AMT bonds, the Airport achieved a present value 
savings of $5.7 million. 

International Air Service: During 2009, US Airways instituted PHL nonstop service to 
Birmingham, England, Oslo, Norway and Tel-Aviv, Israel. In October 2009, US Airways 
announced a system-wide operational realignment that included suspension of service to four 
low-performing routes: Birmingham, England, Milan, Italy, Shannon, Ireland and Stockholm, 
Sweden. These four destinations constituted less than 4% of PHL's total international 
passenger traffic. US h a y s  presently operates 22 daily flights to 17 cities in 13 countries 
throughout Europe, serves one Middle East destination and 15 Caribbean and Latin American 
destinations. 

Grant Funding: In April 2009, the U.S. Department of Transportation awarded PHL $5 
million in ARRA funds. These funds along with FAA Airport Improvement Program (Am) 
grants totaling $8.8 million, will be used to rehabilitate Runway 9R/27L, PHL's longest and 
widest runway. In June 2009, the Department of Homeland Security (DHS) awarded PHL 
$26.6 million in ARRA funds for the construction of Terminal A East in-line baggage systems 
and related improvements. Ln October 2009, DHS awarded PHL approximately $4.9 million in 
funds for the acauisition and installation of new closed circuit television cameras (CCTV), . . 
recording equipment and upgrades to existing componentry. The above DHS grants are 
designed to expand baggage screening capabilities, enhance baggage throughput and enhance 
airport security. 

Terminal D-E Renovation and Expansion Project: The first major phase of this $300 
million project, the Terminal DIE Connector, opened in December 2008 featuring a new 14- 
lane security checkpoint equipped with advanced screening technology and ten new food and 
retail shops. In February 2010, the Airport completed the second major phase of the project 
with the expansion of Concourse E, which added seven gates, a 500-seat holdroom area, 
restrooms, a food court, and permanent artwork from an internationally renowned artist. The 
next phase to be completed in the spring of 2010 will include a new 9,000 square foot D E  
baggage claim connector with two new baggage carousels. The final phase, scheduled for 
completion by the end of 2010, includes the construction of an expanded ticketing lobby with 
twenty additional ticket counter positions and an additional 50,000 square foot baggage makeup 
area with eight inline explosive detection machines. 



CITY OF PHILADELPHIA 
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June 30, 2009 

Parking 
o Economy Parking: To expand its public parking facilities, the Airport's former overseas 

terminal was demolished, and the site was transformed into an 800-parking space addition 
to PHL's economy lot, which included the addition of a five-lane toll plaza as a new 
entrance to the lot. The Philadelphia Parking Authority (PPA) operates five garages, a 
short-term parking area and, a remote economy lot for the Airport. These facilities total 
18,100 parking spaces. 

o Technology Upgrade: In the fall of 2009, the PPA completed a $5.5 million technology 
project in its garages, which provided License Plate Recognition capability, credit card 
idout access and a parking guidance system. 

o New Cell Phone Lot: In December 2009, the Airport opened a 150-vehicle on-airport cell 
phone lot. The lot is fiee of charge, located within the former footprint of State Route 291 
and is easily accessible to drivers arriving at the Airport from all directions. Project costs 
totaled approximately $500,000. 

Extension of Runway 17-35: The extension of Runway 17-35 was completed in December 
2008 and commissioned by Federal Aviation Administration (FAA) on February 12,2009. The 
extension added 1,040-feet to the northlsouth runway, increasing it fiom 5,460 feet to 6,500 feet 
and enabling it to handle narrow-body and regional jets, which account for 75% of aircraft 
operations at PHL. This project has increased airfield capacity, reduced flight delays by 
approximately 8%, is projected to save the airlines $20 million a year in aircraft direct operating 
costs and generate a net savings in passenger time, valued at $29 million annually. The project 
includes new airfield lighting, extension of adjacent taxiways and substantial modifications to 
nearby roadways and parking facilities. Project costs totaled $70 million. 

Capacity Enhancement Program: In September 2008, the FAA issued a Draft Environmental 
Impact Statement (DEIS) for the Auport's Capacity Enhancement Program. The DEIS 
assessed the potential environmental impacts associated with various concept designs to ease 
congestion, minimize delays and increase airfield capacity to accommodate demand beyond the 
year 2020. After issuing the DEIS, the FAA conducted a series of public hearings within the 
Airport region. FAA expects to issue the final EIS in the summer of 2010 and a Record of 
Decision by the end of calendar year 2010. 

Environmental Stewardship: PHL has been a grant recipient of FAA's Voluntary Airport 
Low Emissions (VALE) program since 2005. To date, VALE funding has subsidized 75% of 
the differential cost of three hybrid vehicles and 75% of the total cost for 20 electrical re- 
chargers for airline ground service equipment. PHL received approximately $4 million VALE 
funding during Fiscal 2008 and an additional $10.4 million in Fiscal 2009. The 2009 grants 
will fund the purchase and installation of 25 electric re-charger stations and 24 Pre-Conditioned 
Air Units and is expected to be completed in the fall of 2010. 
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Awards and Recognition 
o Philadelphia Marketplace: Continuing Philadelphia Marketplace's long tradition of 

excellence in Anport concessions, several of Marketplace's Airport merchants garnered 
special recognition in the "Best Airport & Concessions Awards" at the 2009 Airport 
Revenue Conference and Exhibition. 

o American Red Cross: The Southeastern Pennsylvania Chapter of the American Red Cross 
named the Auport a recipient of the Authorized Provider Award at the organization's recent 
"Help Can't Wait Awards" ceremony. The Red Cross recognued the Airport for its ongoing 
efforts in certifymg employees as CPRIAED trainers (cardio pulmonary resuscitation and 
automated external defibrillation), and its ongoing commitment to these programs. 

DESCRlPTlON OF PHILADELPHIA AIRPORT SYSTEM 

PHL is classified by the Federal Aviation Administration as a large air traffic hub (enplaning 1 .O% 
or more of the total passengers enplaned in the U.S.). According to data reported by Airports 
Council International - North America, PHL was ranked as the eighteenth busiest airport in the 
United States, serving 32.3 million passengers in 2008, and is presently the eleventh busiest in the 
world, and ninth in the nation, based on aircraft operations. 

The Airport serves residents and visitors from a broad geographic area that includes eleven counties 
within four states: Pennsylvania, New Jersey, Delaware and Maryland. The Airport System consists 
of the following: 

Philadelphia International Airport 

0 Land. Approximately 2,328 acres located partly in the southwestern section of the City and partly 
in the northeastern section of Delaware County, about 7.2 miles from center city Philadelphia. 

Runways. The Airport's runway system consists of parallel runways 9L-27R and 9R-27L, 
crosswind runway 17-35, commuter runway 8-26, and interconnecting taxiways. 

0 TerminalBuilding. Approximately 2.9 million square feet, consisting of seven terminal units (A 
West, A East, B, C, D, E and F). Terminal facilities principally include: ticketing areas, 
passenger holdrooms, baggage claim and approximately 160 food, retail and service 
establishments. 

Cargo Facilities. Located in seven major structures in and around Cargo City at the western end 
of the Auport. 

Outside Terminal Area. Consisting of a 14-story, 400-room hotel, six rental car facilities and 
five parking garages and surface lots operated by the Philadelphia Parking Authority. 

Northeast Philadelphia Airport 

PNE is located on 1,150 acres situated within the City limits, 10 miles northeast of center city 
Philadelphia. PNE serves as a reliever airport for PHL and provides for general aviation, air taxi, 
corporate, and occasional military use. The airport currently has no scheduled commercial service. 
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There are presently eighty-five (85) T-hangars, nine (9) corporate hangars and six open hangars for 
general aviation activities. There are approximately 210 general aviation based aircraft at PNE. 

BACKGROUND INFORMATION ON THE AVIATION FUND 

The Aviation Fund is an enterprise fund of the City. Enterprise funds are established by 
governmental units to account for services that are provided to the general public on a user charge 
basis and are operated in a manner similar to business-type activities. The Aviation Fund was 
created and authorized as part of the Fiscal 1974 Operating Budget Ordinance approved by City 
Council on June 7, 1973 and made effective July 1, 1973. 

The Aviation Fund is self-supporting, using aircraft landing fees, terminal building rentals, 
concession revenue and other facility charges to fund annual expenses. The w o r t ' s  capital 
program is funded by airport revenue bonds issued by the City, federal and state grants, Passenger 
Facility Charges (PFCs) and operating revenues. 

FINANCIAL STATEMENTS OVERVIEW 

The basic financial statements of the Aviation Fund are designed to provide readers with a broad 
overview of Airport System finances, in a manner similar to the private sector. The financial 
statements are prepared in accordance with generally accepted accounting principles promulgated by 
the Government Accounting Standards Board (GASB). 

Financial statements of the Aviation Fund are presented on an accrual basis, and accordingly, 
income is recorded as earned and expenses as incurred. Operating revenues include charges for 
goods and services, rentals and concessions. Operating expenses include the purchase of services, 
payroll and employee benefits, materials and supplies and depreciation/amortization. Non-operating 
revenue and expense items include interest income, interest expense, PFC revenues and operating 
grants. 

Aviation Fund fmancial activity is presented in three financial statements: . The Statement ofNet Assets presents information on all Aviation Fund assets and liabilities, 
classified between current and non-current. The difference between assets and liabilities is 
reported as net assets. Net assets is segregated into four components: invested in capital 
assets, net of related debt; restricted for capital projects; restricted for debt service; and 
unrestricted net assets. 

The Statement of Revenues, Expenses and Changes in Fund Net Assets presents revenue and 
expense activity for the current year. The difference between revenue and expense will 
either increase or decrease total net assets. The ending balance of net assets resulting from 
this increase or decrease is reflected on the Statement of Net Assets. 

The Statement of Cash Flows presents the actual inflow and outflow of cash by category 
during the year. The difference between the inflow and outflow of cash increases or 
decreases the total cash balance. The resulting ending cash balance is reflected on the 
Statement of Net Assets. 



CITY OF PHILADELPHIA 
AVIATION FUND 

Management S Discussion and Analysis 
June 30,2009 

The Aviation Fund financial statements can be found on pages 15 through 17 of this report. 

Notes to Financial Statements. The Notes provide additional information that is essential to a full 
understanding of the data provided in the Aviation Fund financial statements. The Notes to 
Financial Statements can be found on pages 18 through 42 of this report. 

Other information. In addition to the basic financial statements and accompanying notes, 
government accounting standards require presentation of requiredsupplementa~ information (RSI) 
concerning the progress in funding employee pension benefit obligations. Discrete pension 
information is not available for the Aviation Fund, but is available for the City as a whole. Please 
see the Comprehensive Annual Financial Report (CAFR) of the City of Philadelphia for complete 
financial information for the City and its component units. 

FINANCIAL POSITION 

The following table summarizes the Airport System's assets, liabilities and net assets at June 30, 
2009 and June 30,2008: 

City of Philadelphia -Aviation Fund 
Statement of Net Assets 

(amounts expressed m thousands) 
Increase % Increase 

(Decrease) (Decrease) 
2009 2008 from 2008 from 2008 

Current and other assets $ 558,569 $ 655,063 $ (96,495) -14.7% 
Capital assets 1,596,402 1,474,348 122,054 8.3% 

Total assets 2,154,971 2,129.41 1 25,560 1 2 %  

Long-term liabilities 1,225,705 1.255.346 $ (29.640) -2.4% . . . . . - .  
0th; liabilities 13 1,454 114,727 16,727 14.6% 

Total liabilities 1,357,160 1,370,073 (12,913) -0.9% 

Net assets: 
Invested in capital assets, 

net of related debt 560,028 479,583 80,445 16.8% 
Restricted for Capital Projects 52,445 8 1,674 (29,229) -35.8% 
Restricted for Debt Service 107,607 112,613 (5,006) -4.4% 
Unrestricted 

Total net assets 

Net Assets serves as a useful indicator of the Purport's financial position and is a measurement of the 
financial condition of the Airport at a specific point in time. At June 30,2009, the Airport System's 
assets exceeded liabilities by $798 million. Between Fiscal 2008 and Fiscal 2009, total net assets 
increased by $38 million. Changes in total net assets are summarized below: 
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Total Assets increased $25.6 million. Capital assets increased by $122.1 million due to capital 
asset additions, resulting from ongoing Airport expansion projects, exceeding depreciation. 
This overall increase was offset by a decrease of $96.5 million in current and other assets due 
primarily to construction payments exceeding receipts for PFC's, grants and investment 
earnings. 

Total Liabilities decreased $12.9 million as a result of long-term liability decreases caused by 
the repayment of debt. These decreases were offset by the increases in current liabilities, 
mainly for construction accounts payable. 

Invested in capital assets, net of related debt increased by $80 million due to an increase in 
capital construction of $194 million, which was offset by $72 million in accumulated 
depreciation. This net increase in capital assets of $122 million was offset by an increase in 
related debt of $42 million. Although these capital assets assist the Airport in providing 
services to the traveling public, they are generally not available to fund operations of future 
periods. 

Restricted for capital projects represents funds available and restricted for construction of 
capital assets, reduced by debt payable on those funds. This balance decreasedby $29 million 
in Fiscal 2009 because PFC expenditures exceeded PFC revenues by $29 million. 

Restricted for debt service decreased $5 million due to changes in Sinking Fund and Sinking 
Fund Reserve requirements as a result of the restructuring and refunding of certain bond 
issues. 

Unrestricted net assets decreased by $8 million. Unrestricted net assets may be used to 
supplement the Airport System's ongoing operations. 



CITY OF PHILADELPHIA 
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The following table compares the changes in revenues, expenses and fund net assets between Fiscal 
2009 and Fiscal 2008: 

City of Philadelphia - Aviation Fund 
Statement of Revenues, Expenses and Changes in Fund Net Assets 

Revenues: 
Operating income 
Operating grants and contributions 
Capital grants and contributions 
Passenger facility charges 
Interest income 

Total revenues 

Expenses: 
Operating expenses 
Debt service interest 
Other expenses 

Total exnenses 

Increase in Net Assets 

- 
(amounts expressed in th 

, . Increase . , . % .In.cre.ase.; " 
, ,~ 
: . i.,. ' . , e.se): ;, . @e~~e,p,f$),(. ;:;. 

2009 2008'- from 2008 :. 
. , . . ,'. , : 2 .  . ., :; 

$ 251,703 $ . 238,357 $ 13,346 5.6% 
2,052 1,917 135 7.1% 

44,744 33';603 11,142 - 33.2% . .. . .  
61,255 64,855 .:;:, ..a/ .(3,600)' , !  :: -5.6%. ' 

1,568 . 20,687 ,'. ?~19,119)., , ~8 "!k92.4%';,, 
.. 361,323 359 419 ." :::;;-' ; I \ :  0 .5% 

. . 

Net assets beginning of year 
Prior Period, Adjustment . . 

~ e t  assets ad$skd bekinning of year 

Net assets end of year 
. . , . .  , ,  , 

Changes in net assets represent the results of operations and are useful indicators of whether the 
overall fmancial condition of the Airport has improved or declined during the year. In Fiscal 2009, 
net assets increased $38 million, or 5. I%, from the prior year. This increase reflects Airport net 
income and capital contributions. Airport income before capital contributions is composed of 
operating and non-operating revenues, net of expense. Capital contributions represent federal and 
state grants for approved capital projects. 
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Approximately 71% of all revenue came fiom operating sources, which include space rentals, 
handing fees and nevenues from parking, concessions and car rentals. PFCs account for another 
17%, with the remainder coming ftom Federal and State grants, and interest earnings. 

The graph below presents the major components of revenue for Fiscal 2009 and 2008, fallowed by 
explanations of sigmificamt b g e s  in these categories between years. 

Revenues by Some (Thousands) 

wn nnm 1 

+ Operating revenues, which include the Fust five categories in the bar graph above, increased 
approximamly 6% in Fiscal 2009. Terminal rental and signatory landing fee revenues 
increased 12% d 20%, respectively, h fiscal 2009, but were offset by deaeaws in 
concessions, parking and car rental revenues as a resdt of the decrease in passenger lxaffic. 

.+ PFC revenue decreased approximately 6% due paimarily to a redaction in enphed 
passengers in Fiscal 2009. 

4- Capital gmts  increased in Fiscal 2009 as a result of a new grant agreement fm the TSA 
Explosives Detection System (EDS) projlect. The TSA EDS agreement appliesretroactively 
to selected expenditares fiom Fiscal 2N7 forward. The amount of revme earned for the 
TSA EDS grant for 2009 was $12 d i o n .  Other Fiscal 2009 ginant revenue .remained stable 
relative to Fiscal 2008. It should be noted that capital grant revenue in any given year is 
dependen4 upon cmtruction timelines for grant &giile ALcport capital projects. 

+ htrest  e-s decreased because of reduced market interest rates. Also, $8.6 d o n  of 
interest income was used to offset interest expense capitalized lo constFuo'tion in progress 
during 2009. 



CITY OF PHILADELPHIA 
AVIATION FUND 
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Airport expenses result &om a wide range of services; wages, benefits and con@actual services 
account for approximately 55% of total expenses. Depreciation and amortizatim compfise roughly 
25% of the total, and the remainder consists of debt service interest and other operating and non- 
operating expenses. 

The graph below presents the major components of expense for Fiscal 2009, folbwed by 
explanations of significant changes in these componenks from Fiscal 2008. 

Personal services and benefits increased slight19 in Fiscal 2009 p r h d y  dm to increased 
mounts in workers companstlrh W&ty anckmqenmkd absences, w&ichwere offset by 
cost containment masues that were instituted h g h  hhhg and wage hems, a d  
add6tioml overhe oontds., 

Material and supplies and other operating expenses 'increased sl,ightly due. to a d a d  
purchases made during Fiscal 2W9. 

Deprechtioo a d  amohmion increased almost 8% in Fiscal 2909 due ta mmtrmdiion af 
new capital assets, The straight-he method is wed to record dqreciation, 

h e  yea. 



CAPlTAL ASSET AND DEBT ADMINISTRATION 

The A u p r t ' s  investmeat in capital assets, net of accumulated depreciatiun, amowntedb $1.6 barn 
at the end of the current Gscal year. The following table pres~lts tbe changes in capital assets for 
Fiscal 2009. 
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Buildings, Infrastructure & Equipment. Fixed asset additions totaled $134.0 million during 
Fiscal 2009. Significant design and construction projects substantially completed during Fiscal 
2009 include the following: 

Terminal D&E Expansion & Modernization - completed phases ($60.1 million) 

Runway 17-35 Extension - completed phases ($30.4 million) 

Terminal A West - Bag Recheck System - completed phases ($5.1 million) 

Concessions Terminal Expansion ($3.1 million) 

Facility Management System ($4.7 million) 

Airport Master Plan/Environmental Impact Statement - completed phases ($4.2 million) 

Terminal F Renovations & Expansion - completed phases ($2.5 million) 

Noise Programs ($2.8 million) 

Long-Term Debt 

Principal paid on debt instruments totaled $77 million for Fiscal 2009, which included refunding the 
Series 2005B bonds in the amount of $41 million. Interest payments on debt instruments totaled 
$72.2 million for Fiscal 2009. The following table summarizes the changes in long-term debt, 
including the current portion, for Fiscal 2009: 

City of Philadelphia - Aviation Fund 
Changes in Long-Term Debt 

(amounts expressed in thousands) 

Retirements/ 
July 1,2008 Additions Repayments June 30,2009 

Revenue bonds 

As of June 30,2009, total revenue bonds payable, less current maturities of $38.5 million, equated to 
$80.35 per enplaned passenger, compared to $78.90 as of June 30,2008. 

Due to financial instability within the bond insurance and credit markets that began in 2008, the City 
has taken certain steps to minimize market-related cost increases and to ensure comoliance with the 
Amended and ~estaied General Airport Revenue Bond Ordinance of 1995 (the ~ i n d  Ordinance): 

In April 2009, the City issued Airport Revenue Refunding Bonds Series 2009A sub 
series (I) through (3) in the amount of $45.7 million. Serial bonds were issued in the 
amount of $25.7 million with interest rates ranging from 1.5% to 5.0% maturing in 2023. 
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Term bonds were issued in the amounts of $3.9 million and $16.1 million with interest 
rates ranging fiom 5.0% to 5.375% maturing in 2024 and 2029 respectively. The 
gadloss on the bonds cannot be calculated in the usual way because the refunded bonds 
(series 2005B) were variable rate bonds, while the 2009A refunding bonds are fixed rate 
bonds. The 2005B bonds were subject to the Alternative Minimum Tax ("AMT"). 
However, the 2009A refunding bonds were issued on a fixed rate, non-AMT basis. The 
proceeds of the bonds, together with other monies of the City, were used to (1) current 
refund the City's outstanding Airport Revenue Bonds Series 2005B, (2) fund a deposit to 
the Parity Sinking Fund Reserve Account in respect of the bonds, and (3) pay the costs of 
issuance of the bonds. 

In December 2008, the outstanding balance of $178.6 million of City of Philadelphia 
Auport Revenue Refunding Bonds Series 2005C was remarketed under an irrevocable 
direct pay letter of credit (LOC) fiom TD Bank. The TD Bank LOC replaces a bond 
insurance policy fkom MBIA Insurance Corporation and the liquidity facility provided by 
JP Morgan Chase Bank, N.A. pursuant to standby bond purchase agreement, issued 
simultaneously with the issuance of the 2005C bonds in June 2005, and the surety policy 
for the sinking fund reserve account for the 2005C bonds. The LOC constitutes both a 
Credit Facility and Liquidity Facility under the Airport's General Bond Ordinance and 
the Variable Rate Securities Agreement, and TD Bank N.A. will be the Credit Provider 
and Liquidity Provider under the Ordinance and the Variable Rate Securities Agreement 
for the 2005C bonds. The bonds will have a weekly interest rate and maturing in 2025. 

BUDGETARY HIGHLIGHTS FROM FISCAL 2009 

Actual expenditures for Fiscal 2009 were 1.8% lower than budgeted expenditures. As economic 
conditions worsened during the year, the Airport instituted cost containment measures and deferrals 
to mitigate the impact to the airlines. The results of these initiatives are highlighted below: 

0 A 9.4% reduction ($9.3 million) in direct expenses related to Division of Aviation personal 
services, contractual services, materials and supplies, equipment, and other direct expenses. 

As a partial offset to the above spending reductions, net interdepartmental charges were 
3.8% ($3.4 million) higher than projected due to the following: higher than budgeted fiinge 
benefit rates amibutable to increasing costs for health care and pension; increased police 
costs due to enhanced security measures mandated by the Transportation Security 
Administration; and increased costs resulting fiom the purchase of vehicles previously 
deferred. 

. Net debt service was 2.1% ($1.3 million) greater than budgeted as a result of less than 
anticipated excess interest income in sinking fund reserves accounts, which is used to pay 
debt service. 



CITY OF PHILADELPHIA 
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KEY FACTORS AFFECTING THE FISCAL 2010 OPERATING BUDGET 

The Airport System's Fiscal 201 0 operating budget increased by 2.4% from Fiscal 2009 due to the 
following factors: 

A 7.0% increase ($6.0 million) in net interdepartmental charges due to anticipated increases 
in the citywide health care and pension costs, and projected wage increases for uniformed 
employees. 

A $2.6 million increase (4.3%) in net debt service attributable to the anticipated completion 
of various capital projects funded by the 2005A and 2007A Bonds. Debt service on these 
capital projects was previously capitalized. 

The above increases to the Fiscal 2010 budget were offset by the Division instituting 
budgetary restrictions in response to global economic conditions, which have resulted in lost 
profits and capacity reductions in the airline industry. These cost containment measures 
resulted in a decrease to the Division's Fiscal 201 0 budget in the following areas: personal 
services ($343,000); professional services ($1.9 million); materials and supplies ($630,000); 
legal services ($136,000); and services to others ($1.8 million). 

The FY 20 10 snow removal budget was based on an assumption of average snowfall totals for the 
winter of 2OO9IlO. In actuality: snow totals and major snow events for the Philadelphia region have 
reached their highest levels in recorded history. As a result, the Airport expects that its FY 2010 
snow removal costs will exceed original projections by approximately $7 million, equivalent to 2.7% 
of the Airport's annual budget. To fund the additional snow costs, the Airport has imposed mid-year 
spending limits and is considering other funding measures, including landing fee rate revisions, a 
limited use of operating reserves, a potential for federal funding assistance, or a combination thereof. 

REQUESTS FOR INFORMATION 

This financial report is designed to provide a general overview of Philadelphia Airport System 
finances and to demonstrate the City's accountability for the funds it receives and disburses. For 
additional information concerning this report, please contact: Edward C. Anastasi, Deputy Director 
of Aviation - Finance and Administration, Philadelphia International Airport, Executive offices, 
Terminal D, 3'* Floor, Philadelphia, PA 19 153. 



CITY OF P U E L P H I A  
AVIATION FUND 

Statement of Net Assets 
June 30,2009 

ASSETS 

Current assets: 
Cash and cash equivalents 
Accounts receivable: 
Allowance for doubtful accounts 
Lnventories 
Due from other governmental units 

Total current assets 

Restricted assets: 
Cash and cash equivalents 
Cash held by fiscal agent 
Sinking funds and reserves held by fiscal agents 
Grants from other governments for capital purposes 
Receivables 

Total restricted assets 

Net pension assets 

Properly, plant and equipment: 
Land 
Infrastructure 
Construction in progress 
Buildings and equipment 
Less: accumulated depreciation and amottization 

Property, plant and equipment, net 

Total assets 

LlABILITIES 

Current liabilities: 
Vouchers payable 
Accounts payable 
Salaries and wages payable 
Conshuction conhacts payable 
Accrued expenses 
Deferred revenue 
Current maturities of long-term bonded debt 

Total current liabilities 

Long-term liabilities: 
Revenue bonds - principal amount 
Unamortized discount and loss 
Other long-term liabil~ties 

Total long-term liabilities 

Total liabilities 

NET ASSETS 

Invested in capital assets, net of related debt: 
Restricted: 

Capital projects 
Debt service 

Unredcted 

Total net assets 

Sce notes to the f m i a l  statemenu. 
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CITY OF PHILADELPHIA 
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Statement of Revenues, Expenses and Changes in Fund Net Assets 
For the Year Ended June 30,2009 

Operating revenues: 
Charges for goods and services 
Rentals and concessions 
Miscellaneous operating revenues 

Total operating revenues 

Operating expenses: 
Personal services 
Purchase of services 
Materials and supplies 
Employee benefits 
Indemnities and taxes 
Depreciation and amortization 

Total operating expenses 

Operating loss 

Nonoperating revenues (expenses): 
Operating grants 
Passenger facility charges 
Interest income 
Net pension obligation 
Debt service, interest 
Other revenue (expenses) 

Total nonoperating revenues (expenses) 

Income before capital contributions 

Capital contributions 

Change in net assets 

Net assets beginning of period 

Net assets end of period 

See notes to the financial statements. 
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CITY OF PHLLADELPHIA 
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Sralemenr of Cash Flows 
For the Year EndedJune 30.2009 

CASH mows FROM OPERATING ACTMTIES: 
Receipts from customers 
Receipts &om interfund services 
Payments to suppliers 
Payments to employees 
Internal activity-payments to other funds 
Other receipts (payments) 

Net cash provided by operating activities 

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES : 
Grant proceed not specifically restricted for capital purposes 

CASH FLOWS FROM CAPITAL AND RELATED 
FINANCING A C T r n E S :  
Proceeds from capital debt 
Capital contributions 
Purchase of capital assets 
Principal paid on capital debt 
Interest paid on capital debt 
Passenger facility charges 

Net cash provided by capital and related financing activities 

CASH mows FROM INVESTING ACTMTIES: 
Proceeds &om sale and maturities of investments 
Interest and dividends 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS: 

Balance beginning of year 

Balance end of yea 

RECONCILIATION OF OPERATING (LOSS) TO NET CASH 
PROVIDED BY OPERATING ACTIVITIES: 
operating (loss) 
Adjustment to reconcile operating (loss) to net cash provided 

by operating activities: 
Depreciation and amortization 

Changes in assets and Liabilities: 
Receivables, net 
Inventories 
Accounts and other payables 
Deferred revenue 

Net cash provided by operating activities 

See notes to the iinancial sratemenu 
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CITY OF PHILADELPHIA 
AVIATION FUND 

Notes to Financial Statements 
June 30, 2009 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Operations 

The Aviation Fund is a proprietary fund of the City of Philadelphia (City). It was created 
and authorized as part of the Fiscal 1974 Operating Budget Ordinance approved by City 
Council on June 7, 1973 and became effective July 1, 1973. This fund was established to 
facilitate administrative and financial operations necessary to maintain, improve, repair 
and operate Philadelphia International Auport and Northeast Philadelphia Airport. The 
financial statements presented are for the Aviation Fund only, and are not intended to 
present fairly the financial position of the City of Philadelphia as a whole and the results 
of its operations and cash flows. The comprehensive annual financial report of the City of 
Philadelphia provides complete financial information as to the City and its component 
units. 

Basis of Accounting 

The accompanying financial statements have been prepared on the accrual basis of 
accounting. Under this method, revenues are recognized in the accounting period in 
which they are earned and expenses are recognized at the time obligations are incurred. 

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 
Governmental Accounting Standards Board (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 nonoperating items. 
Operating revenues and expenses generally result from providing services and producing 
and delivering goods in connection with a proprietiuy fund's ongoing operations. The 
principal operating revenue of the Aviation Fund is charges for the use of the airport 
facilities. Operating expenses for proprietary funds include the cost of sales and services, 
administrative expenses, and depreciation on capital assets. All revenues and expenses 
not meeting this definition are reported as nonoperating revenues and expenses. 
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June 30,2009 

Deposits and Investments 

The Aviation Fund's deposits and investments are held in segregated operating and 
capital accounts and by an outside fiscal agent. Sinking funds and reserves are 
maintained in segregated investment accounts, to comply with reserve and other 
requirements of the bond covenants. No Aviation Fund accounts are commingled with 
other City funds. All highly liquid investments (except for repurchase agreements) with 
a maturity of three months or less are considered to be cash equivalents. Investments are 
recorded 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. 

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. Management is not aware of any violations of statutory authority or 
contractual provisions for investments for the year ended June 30,2009. 

Accounts Receivable 

Accounts receivable included in current assets consists of billed and unbilled rentals and 
fees, which have been earned but not collected as of June 30, 2009. Credit balance 
receivables have been included in deferred revenue in the statement of net assets. The 
allowance for doubtful accounts is management's estimate of the amount of accounts 
receivable, which will be deemed to be uncollectible and is based upon specific 
identification. Unpaid accounts are referred to the City's law department if deemed 
uncollectible. Accounts are written off when recommended by the law department. 

Inventories 

Inventories consist of materials and supplies and are carried at amounts determined on a 
moving-average cost basis. 

Restricted Assets 

Restricted assets represent amounts that have been legally restricted by contracts or 
outside parties and are not available for payment of operating fund expenditures. The 
following represent restricted assets of the Aviation Fund: 

Funds available for construction, including grants due from other governments for 
capital purposes. 

Sinking funds and reserves reserved for debt service and construction, pursuant to 
revenue bond indentures. 
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Passenger facility charges (PFCs) represent fees remitted by airlines based on 
passenger ticket sales for flights boarding at Philadelphia International Airport. The 
fees are resewed for funding certain Federal Aviation Administration (FAA) 
approved capital projects and debt service payments. Collection of PFCs began in the 
fall of 1992. All unexpended PFC funds, including accumulated interest, are 
classified as restricted assets. 

Capital Assets 

Capital assets include property, plant and equipment and infrastructure assets constructed 
or acquired by purchase with an initial individual cost in excess of $5,000 and a useful 
life in excess of three years. Capital assets are recorded at cost. 

Construction in progress includes all direct contract costs plus overhead costs. Overhead 
costs include direct and indirect engineering and architectural 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 by offsetting interest 
expense £ram the date of borrowing through the project completion with the amount of 
interest income on the invested proceeds over the same period. After conshuction is 
completed, interest income and expense on these funds are recorded as non-operating 
revenue and expense. Construction in progress is transferred to capital assets when 80% 
of the estimated project costs have been expended. Depreciation commences in the year 
following the transfer. 

Depreciation and amortization are computed using the straight-line method over the 
following estimated useful lives: 

Buildings 20 to 50 years 
Improvements other than buildings 10 to 25 years 
Equipment 5 to 10 years 

Management periodically reviews its long-lived assets for impairment. At present, 
management does not believe any impairment exists. 

Deferred Revenue 

Deferred revenue relates primarily to excess billings to signatory airlines and advance 
payments received from air carriers. Such deferrals are ultimately included in income 
when earned, usually during the next year. 
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Revenues 

Operating revenues consist primarily of the following: 

Charges for goods and services - landing fees, international terminal charges, and 
utility charges. 

Rental and concessions - space rentals, parkmg revenue, car rental and concession 
revenues. Income from lease contracts is recorded when earned. Adjustments to 
revenue resulting h m  audits of tenants are recorded as determined. Income from the 
Philadelphia Parking Authority for operation of the airport parking facilities is 
recorded in rental and concession income at the amount received. The amount 
recorded is subject to final audit adjustment. 

Non-operating revenues consist primarily of the following: 

- Operating grants. 

= PFCs -revenue £iom PFCs is reserved for the funding of certain capital expenditures 
and debt service payments, as approved by the FAA. 

Interest income. 

Capital contributions consist of federal and state grant reimbursements for capital 
expenditures. 

Operating Expenses 

Operating expenses consist primarily of personnel and administrative services, purchase 
of services and depreciation and amortization expense. 

Amortization of Discount on Bonded Debt and Loss on Retirement of Bonds 
Bond premiums and discounts are deferred and amortized over the life of the debt using - 

the effective interest method. Bonds payable are reported net of applicable premium or 
discount. Bond issuance costs are reported as deferred charges and are reported over the 
life of the related debt. The loss on retirement of bonds is amortized on the straight-line 
method over the life of the new debt issued. 

Compensated Absences 

It is the City's policy to allow employees to accumulate earned but unused vacation 
benefits. Vacation pay is accrued as earned. Sick leave balances are not accrued in the 
financial statements because sick leave rights are non-vesting. 
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Management's Use of Estimates 

The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the date of the fmancial statements and 
the reported amounts of revenues and expenses during the reporting period. Actual 
results could differ from those estimates. 

2. DEPOSITS AND INVESTMENTS 

For the year ended June 30, 2009, deposits and investments are included in the financial 
statements in current and restricted cash and cash equivalents, in sinking funds and 
reserves held by fiscal agents, and in cash held by fiscal agent. 

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, both 
the carrying amount (book balance) and bank balance of deposits for the Aviation Fund 
were $3 1.8 million. All of the collateralized securities were held in the City's name. 

Investments 

The City has established a comprehensive investment policy to minimize custodial credit 
risk for its investments. To minimize custodial risk, the City has selected 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, 2009 the fair value of the Aviation Fund's investments consisted of the 
following: 

U.S. Government Securities 
U.S. Government Agency Securities 
Corporate Bonds 
Short-Term Investment Pools 
Repurchase Agreements 
Commercial Paper 

Fair Value % of Total 
$ 43,341,371 8.79% 

299,896,855 60.81% 
3,72 1,907 0.75% 

90,908,506 18.43% 
10,658,601 2.16% 

44,676,636 9.06% 

S 493,203,876 100.0% 
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Interest Rate Risk: The City's investment portfolio is managed to accomplish 
preservation of principal, maintain 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 two years, except in sinking 
fund reserve portfolios. 

Less Than 1 More Than 3 
Year 1 - 3 Years Years 

U.S. Government Securities $ 37,698,459 $ 5,642,912 0 
US. Government Agency Securities 234,790,470 64,144,385 962,000 
Corporate Bonds 502,765 3,219,142 
Short-Term Investment Pools 90,908,506 
Repurchase Agreements 10,658,601 
Commercial Paper 44,676,636 

$408,576.835 $ 73,006,439 $ 11,620.601 
P 

Credit Risk: For the City as a whole, credit risk is limited by investing in US 
Government securities (7.8%) or US Government Agency obligations (15.29%). The US 
Government Agency obligations must be rated AAA by Standard & Poor's (S&P) or Aaa 
by Moody's Investor Services (Moody's). All US Government Securities meet the 
criteria. The City's investment in commercial paper (3.43%) must be rated A1 by S&P 
andor MlGl by Moody's and the senior long-term debt of the issuer must not be rated 
lower than A by S&P andor 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, 88.0% had an S&P rating of AAA to AA. Cash accounts are swept 
nightly and idle cash invested in money market funds (short-term investment pools). 
Short-term investment pools are rated AAAm by S&P and Aaa by Moody's. The City 
limits its foreign currency risk by investing in certificates of deposit and bankers 
acceptances issued or endorsed by non-domestic banks that are denominated in US 
dollars providing that the banking institution has assets of not less than $100 million and 
has a Thompson's Bank Watch Service "Peer Group Rating" not lower than 11. At the 
end of the fiscal year the City did not have any investments of that nature. 

3. CASH HELD BY FISCAL AGENT 

Cash held by fiscal agent consists of year-end cash and investment balances related to the 
net proceeds of Philadelphia Authority for Industrial Development's (PAID) Airport 
Revenue Bonds Series 1998A and 2001A. In accordance with GASB Interpretation #2, 
these bonds are considered by PAID to be conduit debt. Therefore, no asset related to the 
bond proceeds or liability related to the bonds is shown on PAID'S financial statements. 
Instead, the proceeds are held by a fiscal agent and disbursed at the City's direction to 
pay for related capital improvements at the airport. Both the assets and liabilities related 
to the PAID bonds are included in the financial statements of the Aviation Fund. 



CITY OF PHILADELPHIA 
AVIATION FUND 

Notes to Financial Stalements 
June 30,2009 

4. CAPITAL ASSET ACTIVITY 

The following schedule reflects the capital asset activity for the Aviation Fund during the 
year. 

Non-depmiablc Assets 
Land 
Construction-in-profless 

Total oan-depreciable 

business typo assets 

Deprecisble businws type 
assets 

Buildings 
InfnsrmctuK 
Equipment 
Other impmvcmcnts 

Total depreciable business-type 
assets 

Acrumulrted depreciation 
infrasrmcnlre 
Building & Improvement 
Equipment 
Other impravemcnts 

Total arrvmuhtd depreciation 

Net depreciable business type assets 

Total business type assets 

Beginning Transrml Ending 
Balance Additions Retirements Balance 

A portion of bond interest expense net of related interest income on unexpended funds is 
capitalized during the construction phase of the projects funded by the bonds. Net 
interest capitalized to construction in progress was $1 1,428,200 for the fiscal year, which 
represents $20,092,626 in interest expense net of $8,664,626 of related interest income. 
Depreciation and amortization expense for the year was $82,156,722. 

5. DEFERRED REVENUE 

Deferred revenue of $15,390,422 includes revenues received in advance, excess billing to 
the scheduled airlines, and credit balance receivables at June 30,2009. 

6. ARBITRAGE REBATE 

The Aviation Fund has several series of revenue bonds subject to federal arbitrage 
requirements. Federal tax legislation requires that the accumulated net excess of interest 
income on these issues over interest expense paid on the bonds be paid to the federal 
government at the end of a five year period. The arbitrage rebate liability as of June 30, 
2009 was $1,332,148 and is included in other long-term liabilities. 
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7. INTEREST RATE SWAP 

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

Tenns: 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 30,2009, the swap had a notional amount of $173.9 million and the associated 
variable-rate bonds had a $173.9 million principal amount. The bonds' variable-rate 
coupons are not based on an index but on remarketing 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, 2009, the swap had a negative fair value of ($28.5 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, 2009, the Airport was 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 Airport would be exposed to credit risk in the amount of the swap's 
fair value. In addition, the Auport is subject to basis risk should the relationship between 
SIFMA and the bonds change; if SIFMA resets at a rate below the variable bond rate, the 
synthetic 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 MBIA is rated at least A- or A3. MBIA is currently below 
this rating level. 
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As of June 30,2009, the rates were: 

Interest Rate S w a ~  Terms 

Fixed payment to JPMorgan Chase Fixed 5.87072% 
Variable rate from JPMorgan Chase SIFMA -0.35000% 

Net interest rate swap payments 5.52072% 

Variable rate bond coupon payments Weekly resets 0.40000% 

Synthetic interest rate on bonds 5.92072% 

Swap pqyments and associated debt: As of June 30,2009, 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 Variable Rate Bonds Interest Rate Total 
Ending June 30 Principal Interest Swaps Net Interest 

8. BONDS PAYABLE 

General obligation (G.O.) bonds, payable out of Aviation Fund revenues, consist of 
bonds declared by statute to be self-sustaining from airport revenues. There are no G.O. 
bonds outstanding as of June 30,2009. 

In July 1997, Airport Revenue Refunding Bonds, Series 1997A in the amount of 
$123,565,000 were issued. The proceeds of Series 1997A were used to: refund the City's 
Airport Revenue Bonds, Series 1978, Series 1984, and Series 1985; fund the deposit into 
the sinking fund reserve; and pay costs of issuance relating to the bonds. 

In March 1998, Airport Revenue Refunding Bonds, Series 1998A in the amount of 
$123,405,000 were issued. The proceeds of these bonds were used to refund the City's 
Airport Revenue Bonds, Series 1988; fund the deposit into the sinking fund reserve; and 
pay costs of issuance relating to the bonds. 



CITY OF PHILADELPHIA 
AVIATION FUND 

Notes to Financial Statements 
June 30,2009 

In July 1998, Airport Revenue Bonds, Series 1998B in the amount of $443,700,000 were 
issued. The proceeds of Series 1998B were used to prepay the City's fixed rental 
obligation under a lease with PAID ("the PAID Lease"). Under this lease, the City 
acquired a leasehold interest and will occupy, operate and manage certain new terminals 
and related improvements ("the US Airways Project Facility") constructed with funds 
provided by the Series 1998A PAID Airport Revenue Bonds. 

In July 200 1, Auport Revenue Bonds, Series 2001A in the amount of $187,680,000 were 
issued. The proceeds of Series 2001A were used to prepay an additional fixed rental 
obligation under the PAID Lease, attributable to completion costs of the US Airways 
Project Facility. 

In July 2001, Airport Revenue Bonds, Series 2001B in the amount of $40,120,000 were 
issued. The proceeds of Series 2001B were used to finance certain capital improvements 
to the airport system; fund the deposits into the sinking funds; finance capitalized 
interest; and pay costs of issuance relating to the bonds. 

In June 2005, Anport Revenue Refunding Bonds, Series 2005C in the amount of 
$189,500,000 were issued. The proceeds of Series 2005C were used to refund 
$183,900,000 of the 1995A Series Airport Revenue Bonds, maturing fiom 2006 through 
2025, and to pay issuance and insurance costs on the bonds. The cash flow required by 
the new bonds was the same as the cash flow required by the refunded bonds at the time 
of the sale. JPMorgan entered into a swaption agreement with the Auport on the 1995A 
bonds in 2002, which agreement was exercised June 15, 2005. In December 2008, the 
outstanding balance of $178.6 million of Auport Revenue Refunding Bonds, Series 
2005C was remarketed under an irrevocable direct pay letter of credit ("LOC") fiom TD 
Bank ("'the Bank"). The LOC replaces a bond insurance policy from MBlA Insurance 
Corporation and a liquidity facility for the 2005C bonds provided by JP Morgan Chase 
Bank, N.A., pursuant to a standby bond purchase agreement, issued simultaneously with 
the issuance of the 2005C bonds in June 2005, and the surety policy for the sinking fund 
reserve account for the 2005C bonds. The LOC constitutes both a credit facility and 
liquidity facility under the Ordinance and the Variable Rate Securities Agreement, and 
the TD Bank will be the credit provider and liquidity provider under the Ordinance and 
the Variable Rate Securities Agreement for the 2005C bonds. The bonds have a weekly 
interest rate and maturity date in 2025. 

In August 2005, Airport Revenue Bonds, Series 2005A sub-series (I), (2) and (3) in the 
amounts of $59,860,000, $22,575,000 and $42,550,000, respectively, were issued. The 
proceeds of Series 2005A were used to finance a portion of the cost of Auport capital 
projects. Sub-series (1) are serial bonds and sub-series (2) and (3) are term bonds. The 
Series 2005A bonds had MBIA Insurance Corporation surety policies for their sinking 
fund reserve requirements. Because MBIA was downgraded below the 'AA' category, 
the surety policies no longer met the requirements of the Ordinance. During Fiscal 2009, 
the Aviation Fund replaced the surety policy by cash-funding the sinking fund reserve 
required under the Bond Ordinance. 
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In August 2007, Airport Revenue Bonds, Series 2007A in the amount of $172,470,000 
were issued. The proceeds of Series 2007A were used to finance a portion of the 2007 
Project (infrastructure improvements and design of terminal building enhancements), 
finance capitalized interest during the construction period and to pay the costs of issuing 
and insuring the bonds with municipal bond insurance and a surety policy. 

In August 2007, Airport Revenue Bonds, Refunding Series 2007B in the amount of 
$82,915,000 were issued. The proceeds of Series 2007% were used to refund Revenue 
Bonds, Series 1997B and the costs of issuing and insuring the bonds with municipal bond 
insurance. The refunding structure of the 20078 bonds realized a net present value 
savings of approximately $2.6 million or 3.22% of the principal amount of the refunded 
bonds. The early extinguishment of debt resulted in an accounting loss of approximately 
$3.2 million, representing the difference between the reacquisition price of $83.1 million 
and the amount of debt extinguished of $81.4 million (less $1.5 million unamortized 
discount). The resulting loss will be amortized over the life of the refunded bonds 
through 2027. 

In April 2009, Airport Revenue Bonds, Refunding Series 2009A sub series (1) through 
(3) in the amount of $45,715,000 were issued. Serial bonds were issued in the amount of 
$25.7 million with interest rates ranging from 1.5% to 5.0% maturing in 2023. Term 
bonds were issued in the amount of $3.9 million and $16.1 million with interest rates 
ranging from 5.0% to 5.375% maturing in 2024 and 2029 respectively. The gainlloss on 
the bonds cannot be calculated in the usual way because the refunded bonds (series 
2005B) were variable rate bonds that were subject to Alternative Minimum Tax (AMT). 
However the 2009A bonds were issued on a fixed rate basis and are not subject to AMT. 
The proceeds of Series 2009A along with other monies of the Aviation Fund were used to 
currently refund Airport Revenue Bonds Series 2005B, fund a deposit to the parity 
sinking fund reserve account in respect of the bonds, and pay the costs of issuance of the 
bonds. The Series 2009A bonds were issued under a financial guaranty insurance policy 
issued by Assured Guaranty Corp. The early extinguishment of debt resulted in a loss on 
refunding of approximately $1 million, representing the unamortized discount on the 
bonds. The resulting loss will be amortized over the life of the refunded bonds, through 
2023. 
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The amount of debt service payable for revenue bonds to maturity is as follows: 

Years Ending 
June 30 

2010 
201 1 
2012 
2013 
2014 

2015-2019 
2020-2024 
2025-2029 
2030-2034 
2035-2039 

Total 

Principal Interest 
$ 38,510,000 $ 65,744,897 

Total 

Debt Service 
$ 104,254,897 

The early extinguishment of debt can result in a loss on refunding, representing the 
difference between the reacquisition price, plus unamortized premium, discount and 
issuance costs, and the amount of debt extinguished. The resulting loss is amortized 
annually over the life of the refunded bonds. 

Total interest cost for the fiscal year was $72,178,174 of which $20,092,626 was 
capitalized and $52,085,548 was recorded as non-operating expense. 

Details of the various revenue bonds included in the fmancial statements are reflected on 
the following page. Airport Revenue Bonds Series 1998B and 2001A reflect the PAID 
outstanding balances, which are treated as conduit debt under GASB Interpretation 2. 
Payments on the conduit debt are guaranteed by General Airport Revenue Bonds Series 
1998B and 2001A. 
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8. BONDS PAYABLE 

Authorized Included Portion Total Interest 
and in Current Due After Outstanding Final Percentage 

Type of Debt Description Issued Liabilities June 30,2010 Bonded Debt Maturity Rate 

Airport Revenue Bonds - Series 1997A 
Airport Revenue Bonds - Series 1998A 
Airport Revenue Bonds - Series 19988 
Airport Revenue Bonds - Series 200lA 
Airport Revenue Bonds - Series 20018 
Airport Revenue Bonds - Series 200% 
Airport Revenue Bonds - Series 2005A 
Airport Revenue Bonds - Senes 2007A 
Airport Revenue Bonds - Series 2007B 
Airport Revenue Bonds - Series 2009A 

Loan # 705 
Loan # 705 
Loan # 706 
Loan # 707 
Loan # 708 
Loan # 710 
Loan#7ll  
Loan # 712 
Loan# 713 
Loan# 714 

Airport General Obligation Bonds authorized and unissued at June 30.2009 % 62,500,000 

CHANGES IN LONGTERM DEBT: 

Revenue bonds 
Less unamortized premium1 

discount and loss on refunding 
Total bonds 

Workers compensation claims 
Termination compensation payable 
Legal liability 
Arbitrage 

Beeinnine Retirements1 Endina Due Within - - - 
Balance Additions Repayments Balance One Year 

$ 1,302,800,000 $ 45,715,000 S (77,305,000) $ 1,271,210,000 $ 38,5 10,000 

5.00 - 6.00% 

5.25 - 6.00% 

4.25 - 5.38% 

4.00 - 5.50% 

4.00 - 5.25% 

Variable Rate 

4.50- 5.00% 

5.00 - 5.00% 

4.50 - 5.00% 

1.50 - 5.00% 
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9. FUND BALANCES 

The following is a description of the restrictions for all net assets categories of the 
Aviation Fund: 

Invested in Capital Assets, Net of Related Debt reflects the investment in fixed assets 
net of accumulated depreciation and offset by debt service related to expended bond 
proceeds. 

Restricted for Capital Projects reflects the unexpended funds from bond proceeds and 
PFCs, which are E S e ~ e d  for construction of capital projects. 

Restricted for Debt Service reflects the unexpended funds from bond proceeds and 
PFCs, which are resewed for repayment of debt. 

Unrestricted reflects net assets available for current and future operations. 

10. PENSION PLAN 

The Aviation Fund contributes to the Municipal Pension Plan (City Plan) of the City of 
Philadelphia. Information for the City Plan as a whole is available in the Comprehensive 
Annual Financial Report (CAFR) of the City of Philadelphia for the year ended June 30, 
2009. Required Supplementary Information is presented in the audited financial 
statement of the City Plan, which may be obtained from the Director of Finance of the 
City of Philadelphia. 

Plan Descrbtion 

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 employees of the City and officers and 
employees of five other governmental and quasi-governmental organizations. 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 employee. The Plan has two major classes of members - those covered under the 
1967 Plan and those covered under the 1987 Plan. Both plans have multiple divisions. 
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Retirement Benefits 

An employee who meets the age and service requirements of the particular division in 
which he participates 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 service. 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 beneficiaries, and 
their survivors shall be considered. A deferred vested benefit is available to an employee 
who has 10 years of credited service, has not withdrawn contributions from the system, 
and has attained 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, histher spouse, children or dependent 
parents may be eligible for an annual benefit ranging from 15% to 80% of the employee's 
final average compensation. 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 and an annual pension. 

Disabilitv Benefits 

Employees disabled during the performance of duties are eligible for an immediate 
benefit equal to contributions 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 performance 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 
percentage of the amount earned. 

Membership 

Membership in the plan for the City as a whole as of July 1,2008 was a s  follows: 

Retirees and beneficiaries currently receiving benefits 35,405 
Terminated members entitled to benefits but not yet receiving benefits 1,263 
Active members 29,2 15 

Total Members 
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Funding Policy 

Employee contributions are required by City Ordinance. For 1967 Plan members, 
employees contribute 3% % of their total compensation that is subject to FICA and 6% of 
comp&ation not subject to FICA. 1987 Plan 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 acceptable actuarial basis as specified by the Home Rule Charter, City 
Ordinance and State Statute. Court decisions require that the City's annual employer 
contributions are sufficient to fund: 

The accrued actuarially determined normal costs. 

Amortization of the unfunded actuarial accrued liability determined as of July 1, 
1985. The portion of that liability attributable to a class action lawsuit by pension 
fund beneficiaries (the Dombrowski suit) is amortized in level installments, including 
interest, over 40 years through June 30, 2009. The remainder of the liability is 
amortized over 34 years with increasing payments expected to be level as a 
percentage of each year's aggregate payroll. 

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

- non-active members' benefit modifications (10 years) 
- experience gains and losses (15 years) 
- changes in actuarial assumptions (20 years) 
- active members' benefit modifications (20 years ) 

Under the City's current funding policy, the total required employer contribution for the 
current year amounted to $524.1 million or 35.4% of covered payroll of $1,462.5 million 
for the City as a whole. The City's actual contribution was $440.0 million, which met the 
Minimum Municipal Obligation as required by the Commonwealth of Pennsylvania's 
Acts 205 and 189. The annual pension cost and related percentage contributed for the 
three most recent fiscal years for the Aviation Fund are as follows: 

Year Ended Annual Percentage Net Pension 
June 30 Pension Cost Contributed Obligation 

2007 $17,097,141 83.9% $(16,607,899) 
2008 $19,400,959 79.6% $(11,836,075) 
2009 $20,889,105 84.0% $ (8,099,I 11) 
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The actuarial valuation used to compute the current year's required contribution was 
performed as of July 1,2008. Methods and assumptions used for that valuation include: 

the individual entry age actuarial cost method 
a five-year smoothed market value method for valuing investments 
a level percentage closed method for amortizing the unfunded liability 

0 an annual investment rate of return of 8.75% 
0 projected annual salary increases of 5.0% (including inflation) 
0 annual inflation of 2.75% 
,a no post-retirement benefit increases 

Administrative costs are funded out of the Plan's assets. 

Funding Status 

The following schedule shows the funding status based on the latest actuary report for the 
City as a whole. The schedule of funding progress, which presents multiyear trend 
information about whether the actuarial value of the plan assets is decreasing over time 
relative to the actuarial accrued liability for benefits, can be found in the Required 
Supplementary Information section of the CAFR. 

(in millions) UAAL as a 
Actuarial Achlarial Achlarial Unfunded Percent of 
Valuation Value of Accrued AAL Funded Covered Covered 

Date - Assets Liabilitv (AAL) (UAAL) Ratio F'a~mlJ 
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Net Pension Obligation 

The City and other employers' annual pension cost and net pension obligation (NPO) for 
the Plan for the current year were as follows: 

Annual Required Contribution (ARC) 
Interest on Net Pension Obligation (NPO) 
Adjustment to ARC 
Annual Pension Cost 

Contributions Made 
Increase in NPO 

NPO at Beginning of Year 

NPO at End of Year 

Interest Rate 
15 Year Amortization Factor (EOY) 

(in thousands) 
$ 539,464 

(48.957) 

The required employer contribution for the Aviation Fund was 34.4% of covered payroll 
of $60.8 million. 

Summan, 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. 

The Municipal Pension Fund issues a separate annual financial report. To obtain a copy, 
contact the Director of Finance of the City of Philadelphia. 

11. OTHER POST EMPLOYMENT BENEFITS (OPEB) 

The following information is provided for the City as a whole because discrete 
information is not available for the Aviation Fund. 

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 
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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 or pays the health care providers directly for non-unionized 
employees. For fiscal year 2009, the City paid $76.6 million for retiree healthcare. 

Annual OPEB Cost and Net OPEB Obligation: The City's annual other post 
employment benefit (OPEB) expense is calculated based on the annual required 
contribution of the employer (ARC), an amount actuarially determined in accordance 
with the parameters of GASB Statement 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 actuarial liabilities over a period not to exceed thuty (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: 

Annual required contribution 
Interest on net OPEB obligation 
Adjustment to ARC 
Annual OPEB cost 
Payments made 
Increase in net OPEB obligation 
Net OPEB obligation - beginning of year 
Net OPEB obligation - end of year 

(in thousands) 
$ 98,697 

183 

The City's annual OPEB cost, the percentage of annual OPEB cost contributed to the 
Plan, and the net OPEB obligation for the two most recent fiscal years was as follows: 

Amounts in thousands 

Year Percentage 
Ended June Annual OPEB of OPEB Net OPEB 

30 Cost Contributed Obligation 
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Funded Status and Funding Progress: As of July 1, 2008, 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 (UAAL) for benefits was $1.2 billion. The covered 
annual payroll was $1.5 billion and the ratio of the UAAL to the covered payroll was 
79.0 percent. 

The required schedule of funding progress, presenting the multi-year trend information 
about the actuarial value of the plan assets relative to the actuarial accrued liability, is 
contained in the comprehensive annual financial report of the City of Philadelphia. 

The projections of future benefit payments for an ongoing plan obligation involves 
estimates of the value of reported amounts and assumptions about the probability of 
occurrence of events far into the future. Amounts determined regarding the funded status 
of the obligation and contributions of the employer are subject to continual revision as 
actual results are compared with past expectations and new estimates are made about the 
future. 

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 pattern of sharing costs between the 
employer and the plan members. 

Costs were determined according to the individual en@ 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 Municipal Retirement System. Unfimded 
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 3.5% compound annual interest rate on the City's general investments. 

12. DEFERRED COMPENSATION PLAN 

The City offers its employees a deferred compensation plan in accordance with the 
Internal Revenue Service Code section 457. As required by the Code and Pennsylvania 
laws in effect at June 30, 2009, the assets of the plan are held in trust for the exclusive 
benefit of the participants and their beneficiaries. In accordance with GASB #32, 
Accounting and Financial Reporting for Internal Revenue Code Section 457 Deferred 
Compensation Plans, the Aviation Fund does not include the assets or activity of the plan 
in its financial statements. 
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13. ACCUMULATED UNPAID SICK LEAVE 

The Aviation Fund follows City policies regarding accumulation of sick leave. City 
employees may accumulate unused sick leave to predetermined balances. The 
accumulated sick leave is payable in varying amounts from 25% to 50% only upon 
retirement or in some cases death while on active duty. The City budgets for, and 
charges, the cost of sick leave as it is taken. 

14. OPERATING LEASES 

The Aviation Fund as a Lessor 

The City and the participating airlines executed a new 4 year Airport-Airline Use and 
Lease Agreement effective July 1, 2007. The Airline Agreement employs a residual cost 
center approach, wherein airline rates and charges are calculated to fund the annual net 
expense of PHL's airfield and terminal facilities after taking into account non-airline 
revenues generated by the Auport. The rate-making provisions of the new agreement 
also provide for the creation and funding of Airport budgetary reserves to enhance PHL's 
financial capacity and flexibility. 

The Aviation Fund's other operating leases consist primarily of leases of airport facilities 
for retail or other aviation related matters. Most assets constructed by lessees under terms 
of the lease revert to the City at the end of the lease term. Those assets are recorded at 
fair value, as determined by an appraisal on the property. During fiscal 2009, the 
Aviation Fund acquired capital improvements, with a fair value of $5.2 million at the end 
of the lease term, from the car rental companies. 

The Aviation Fund's most significant non-airline lease is with MarketPlace Philadelphia, 
LP for the development and management of the food and retail program throughout 
Philadelphia International Airport. The award-winning food and retail program consists 
of 157 shops, restaurants, retail carts and passenger services throughout Terminals 
A-West through F. The lease agreement provides for MarketPlace Philadelphia, LP to 
pay rentals to the City in the form of minimum annual guarantees and profit sharing. 

Rental income from operating leases for the year was as follows: 

Minimum rentals $ 27,254,113 
Additional rentals 148,747,500 

Total rental income $ 176,001,613 
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As of year-end, future minimum rentals receivable under non-cancelable operating leases 
are as follows: 

Years Ending 
June 30 

2010 
201 1 
2012 
2013 
2014 

2015-2019 
2020-2024 
2025-2029 
2030-2034 

Total 

Future 
Payments 

The separate cost and carrying amount of property held for leasing is not available. 

The Aviation Fund as a Lessee 

The Aviation Fund leases office space, land, and both ofice and operations equipment on 
short-term and long-term bases. Rental expense for operating leases for the year was as 
follows: 

Minimum rentals $ 1,906,385 
Additional rentals 10,559,050 

Total rental income $ 12,465,435 
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As of year-end, future minimum rental commitments for operating leases having initial or 
remaining non-cancelable lease terms of more than one year are as follows: 

Years Ending 
June 30 

2010 
201 1 
2012 
2013 
2014 

2015-2019 
Total 

RISK MANAGEMENT 

The Aviation Fund 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 Aviation Fund is self-insured for worker's compensation and 
unemployment compensation and insured through insurance carriers for other coverage. 

The City covers all claim settlements and judgments, except those discussed above, out 
of the resources of the fund associated with the claim. Claims liabilities and expenditures 
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 expenditures, 
salvage and subrogation; and unallocated claims adjustment expenditures. 

At June 30, the amount of these liabilities for the City as a whole was $309.3 million. 
This liability is the City's best estimate based on available information. Changes in the 
reported liability since June 30,2007 resulted £rom the following: 

( in millions) Current Year 
Claims and 

Beginning Changes in Claim Ending 
Liability Estimates Payments Liability 

Fiscal 2008 $275.9 $74.2 Is(89.0) $261.1 
Fiscal 2009 $261.1 $144.4 S(96.2) $309.3 

The City's unemployment and workers' compensation coverages are provided through its 
general fund and are funded by a pro-rata charge to the various funds. The City's 
payments for the year were $4.2 million for unemployment compensation claims and 
$55.5 million for workers' compensation claims. 
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The City's estimated outstanding workers' compensation liabilities are $267.3 million 
discounted at 3.5% and $339.1 million on an undiscounted basis. These liabilities 
include provisions for indemnity, medical and allocated loss adjustment expense 
(ALAE). Excluding the ALAE, the respective liabilities for indemnity and medical 
payments relating to workers compensation total $244.7 million discounted and $31 1.6 
million undiscounted. The Aviation Fund's accrued liability for worker's compensation 
was $5,345,600 at June 30,2009. Further discrete information is not available for the 
Aviation Fund. 

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. 

16. CONCENTRATION OF CREDIT RISK 

US Airways is the principal airline sewing Philadelphia International Airport. For Fiscal 
2009, the airline, together with its US Airways Express affiliates accounted for 
approximately 64.3% of passengers enplaned at the airport. Operating revenues from US 
Airways and its affiliates totaled approximately $1 10.0 million in Fiscal Year 2009, 
which represented approximately 44.0 % of total Aviation Fund operating revenues. 

17. CONTINGENCIES AND COMMITMENTS 

As of June 30,2009, the Aviation Fund had commitments of approximately $3 1.9 million 
for operating expenses and $229.7 million for capital assets and improvements. The 
Aviation Fund expects to fund these commitments through operations and through capital 
grants, bond proceeds, and passenger facility charges. 

Litigation 

Condemnation of Tract of Land k.a Parcel C (within Eastwick Urban Renewal Area): In 
November 2003, the City condemned 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 for the property. The City deposited in court estimated just compensation in 
the amount of $7.7 million. In 2007, Eastwick Development Joint Venture M, L.P. and 
New Eastwick Corporation, 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 alleged they owned or held equitable interest in and certain development rights 
to the condemned property. After a view of the premises and a hearing in July 2009, the 
Board filed a report with the Court and made an award of just compensation for the 
property of $13.5 million (including attorney fees), subject to credit for the $7.7 million 
already paid and distributed. In addition, the Board awarded delay damages from the 
date of taking (November 2003) until July 2009 in the amount of $3.3 million and 
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accruing interest thereafter until payment at the rate of 4.25% per year through 2009, and 
at rates not yet fixed for subsequent years. 

The City filed an appeal to the Court of Common Please in November 2009, requesting a 
jury trial de novo. 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 
delay damage computation and award. Eastwick Development filed a separate appeal 
from the Board of View Report to the Court of Common Pleas in November 2009. 
Eastwick Development sought a jury trial de novo and objected to the sufficiency of the 
amount of compensation awarded. The Court scheduled a case management conference 
for the cases in February 20 10. 

The City vigorously contests the award. At this time, the City's attorneys are unable in 
their professional judgment to evaluate the likelihood of unfavorable outcome in terms of 
probability and the range or amount of any loss assuming an unfavorable outcome. Any 
ultimate judgment would be paid from the Aviation Fund. 
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Fund balance, legal basis June 30,2009 

Add assets not included in legal basis: 
Current assets 
Fixed assets, net of depreciation 
Restricted assets 
Net pension asset 

Deduct liabilities not included in legal basis: 
Construction accounts payable 
Current liabilities 
Bonds payable 
Other long-term liabilities 

Add (deduct) fund balance accounts included in legal basis: 
Reserve for encumbrance, current 
Reserve for encumbrance, prior 
Reserve for collectible accounts 

Net assets - GAAP basis, June 30,2009 
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(Amounts in rhou.rands) 

Revennn 
Locally Generated Non-Tax Revenue 
Revenue 6om Other Governments 
Revenue 6om Other Funds 

Total Revenues 

Er~enditures and Eneumbnnm 
Personal Senices 
Pension Contributions 
Other Employee Benefits 

Sub-Total Employee Compensation 

Purchase of Senices 
Mavnals and Supplies 
Equipment 
Contributions, Indemnities and Taxes 
Debt Service 
Payments to Other Funds 

Total Expenditures and Encumbrances 

Operating Surplus (Deficit) for the Year 

Fund Balance Available 
for Appropriation, July 1,2008 

ODenIioos in Rmm to Prior Fiwl Years 
Comm~nnents Canccllcd - Net (Budgcr Book) 

Adjusted Fund Balance, July 1,2008 

Fund Balance Available 
for Appropriation, June 30.2009 

Budgeted Amounts 
Final Budget 
toAchlnl 
Positive 

(Neeative) 

($33,857) 
(566) 

(1,113) 

(35,536) 

6,727 

400 
7,127 

20,525 
178 

3,433 
1,572 

14,345 
12,643 

59,823 

24287 

2 

(9,908) 

(9,906) 

$14,381 
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Mr. Rob Dubow 
Director of Finance 
1401 John F. Kennedy Boulevard 
Suite 1330, Municipal Services Building 
Philadelphia, Pennsylvania 19102 

and 

Mr. Mark Gale 
Chief Executive Officer 
Philadelphia International Airport 
8800 Essington Avenue, Terminals DIE 
Philadelphia, Pennsylvania 19153 

Re: Report of the Airport Consultant, City of Philadelphia, Pennsylvania, 
Airport Revenue Bonds, Series 2010A, and 
Airport Revenue Refunding Bonds, 
Series 2010B, Series 2010C, and Series 2010D 

Dear Mr. Dubow and Mr. Gale: 

We are pleased to submit this Report of the Airport Consultant on certain aspects of the 
proposed issuance of Auport Revenue Bonds, Series 2010A (the 2010A Bonds); Airport 
Revenue Refunding Bonds, Series 20108 (the 2010B Refunding Bonds); Axport Revenue 
Refunding Bonds, Series 2010C (the 2010C Refunding Bonds); and Airport Revenue 
Refunding Bonds, Series 2010D (the 2010D Refunding Bonds) by the City of 
Philadelphia, Pennsylvania (the City). The 20108 Refunding Bonds, 2010C Refunding 
Bonds, and 2010D Refunding Bonds are collectively referred to as the 2010 Refunding 
Bonds. The 2010A Bonds and 2010 Refunding Bonds are collectively referred to as the 
2010 Bonds. This letter and the accompanying attachment and exhibits constitute our 
report. 

The City owns Philadelphia International Airport (the Airport), the principal airline 
airport sewing the Philadelphia metropolitan area, and Northeast Philadelphia Airport, 
a general aviation reliever airport. The two airports (collectively, the Airport System) 
are operated by the City's Division of Aviation. 

formerly lacobr Consultancy 

555 Airport Boulevard, Suite 300 1 Burlingame. California 94010 U.S.A. 1 1.650.579.7722 1 www.leighfisher.com 
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The 2010A Bonds are being issued in the approximate amount of $272.3 million to 
finance part of the costs of the following M o r t  capital improvements, referred to 
collectively as the 2010 Project and are described more fully in the attachment: 

Terminal F expansion and renovation 

Loading bridge replacement and refurbishment 

Terminal concessions improvements 

Terminal signage upgrades 

Terminals B-C expansion design 

Westside taxiway improvements 

Eastside taxiway improvements design 

Runway 9L-27R resurfacing and navaids 

Airport maintenance facility design and first phase of construction 

Central utility plant upgrades 

Infrastructure improvement program 

The City may issue the 20108 Refunding Bonds, 2010C Refunding Bonds, and 2010D 
Refunding Bonds to effect a current refunding of all or portion of the outstanding 
Airport Revenue Refunding Bonds, Series 1997A (the 1997A Bonds); Airport Revenue 
Refunding Bonds, Series 1998A (the 1998A Bonds); and Airport Revenue Bond, Series 
19988 (the 19988 Bond), respectively. Issuance of the 2010 Refunding Bonds is 
dependent upon achieving net present value savings of 3.0% or more on the Bonds 
being refunded, in accordance with the City's debt policy. 

General Ordinance 

The 2010 Bonds are being issued under the terms of the City's 1995 Amended and 
Restated General Airport Revenue Bond Ordinance providing for the issuance of 
Airport Revenue Bonds (Bonds), as subsequently amended and supplemented by 
supplemental ordinances (collectively, the General Ordinance). Except as otherwise 
defined herein, capitalized terms in this report are used as defined in the General 
Ordinance and the Airport-Airline Use and Lease Agreement (discussed later). 

Security for the Bonds 

Under the provisions of Section 4.02 of the General Ordinance, the 2010 Bonds are to be 
limited obligations of the City payable from Amounts Available for Debt Senrice. 
Amounts Available for Debt Service include (1) Project Revenues, (2) passenger facility 
charge (PFC) revenues pledged to the payment of Bond debt service, and (3) grants-in- 
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aid for capital projects deposited in the Sinking Fund and committed to the payment of 
Bond debt service. 

Project Revenues comprise all revenues derived from the operation of the Airport 
System except PFC revenues, grants-in-aid for capital projects, Special Purpose Facility 
rentals, and certain other amounts. As provided for by Section 4.02 of the General 
Ordinance, the City elected in 2007 to include revenues generated by the Outside 
Terminal Area (OTA) at the Airport in Project Revenues. Accordingly, effective July 1, 
2007, all revenues, expenses, and debt service requirements generated by or allocable to 
the OTA are included in the calculation of Amounts Available for Debt Service and 
Bond debt service coverage. 

The City has received authority from the Federal Aviation Administration (FAA) 
to impose a PFC of $4.50 per eligible enplaned passenger at the Airport and to use PFC 
revenues to pay eligible debt service. The City has pledged certain PFC revenues to pay 
a portion of the debt service requirements of the 19988 Bond and the 2001A Bond. The 
City plans to refund a portion of the 19988 Bond with the proceeds of the 2010D 
Refunding Bonds and to maintain the pledge of PFC revenues to the payment of debt 
service on the 2010D Refunding Bonds. The pledge of PFC revenues for the 2010D 
Refunding Bonds is subordinate to the pledge for the 2001A Bond, which in turn is 
subordinate to the pledge for the 1998B Bonds. 

Under the provisions of the Ninth and Tenth Supplemental Ordinances authorizing the 
issuance of the 2010D Refunding Bonds, the City will pledge PFC revenues to the 
payment of a portion of the debt service on the 2010D Refunding Bonds. The City will 
pledge PFC revenues collectively equal to 100% of the PFC-eligible debt service on the 
1998B Bond, 2001A Bond, and 2010D Refunding Bonds, subject to the limitation that in 
no year will the amount pledged exceed the lesser of (1) 70% of PFC revenues received 
by the City in such year, or (2) 75% of total debt service on the 19988 Bond, 2001A Bond, 
and 2010D Refunding Bonds in such year. 

As of June 30,2010, the City had outstanding $706.5 million of Bonds payable solely 
from Project Revenues and $526.2 million of Bonds payable from Project Revenues and 
pledged PFC revenues. 

Rate Covenant 

In Section 5.01 of the General Ordinance, the City covenants that it will, at a minimum, 
impose, charge, and recognize as revenues in each Fiscal Year such rentals, charges, 
and fees as shall, together with that portion of the Aviation Operating Fund balance 
attributable to Amounts Available for Debt Service and carried forward at the 
beginning of such Fiscal Year, and together with all other Amounts Available for Debt 
Service to be received in such Fiscal Year, equal to not less than the greater of all the 
following amounts payable during such Fiscal Year: 
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Either (1) the sum of: 

(i) Net Operating Expenses (Operating Expenses exclusive of 
Interdepartmental Charges); 

(ii) 150% of the amount required to pay the Debt Service Requirements of 
outstanding Bonds; 

(iii) the amount, if any, required to be paid into the Sinking Fund Reserve 
Account; and 

(iv) the amount, if any, required to be paid into the Renewal Fund. 

or (2) the sum of: 

(i) Operating Expenses; 

(ii) the Debt Service Requirements of outstanding Bonds; 

(iii) the debt service requirements of any outstanding General Obligation 
Bonds (including General Obligation Bonds that have not been adjudged 
to be self-sustaining) issued for improvements to the Airport System; 

(iv) the debt service requirements of any outstanding Subordinate 
Obligations and any other subordinate indebtedness secured 
by Amounts Available for Debt Service; 

(v) amounts required to repay any loans among the Aviation Capital Fund, 
the Renewal Fund, and the Aviation Operating Fund made pursuant to 
Section 4.05(c) of the General Ordinance; 

(vi) the amount, if any, required to be paid into the Sinking Fund Reserve 
Account or Renewal Fund; and 

(vii) any amounts required to be paid under Exchange Agreements. 

These provisions of the General Ordinance are referred to as the Rate Covenant. The 
requirements of the preceding items (l)(i) through (l)(iv) are referred to in this report as 
Rate Covenant Test #1 and the requirements of items (2)(i) through (2)(vii) are referred 
to as Rate Covenant Test #2. The City's Fiscal Year (FY) ends June 30. 

Additional Bonds Test 

Section 5.04 of the General Ordinance requires, as a condition for the City's issuance of 
an additional series of Bonds, that a report be prepared by nationally recognized 
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independent consultants having broad experience in the operation of major airport 
systems. The report is required to address, for each series of Bonds, the ability of the 
Airport System to yield Amounts Available for Debt Service sufficient to comply with 
the Rate Covenant. The report is required to demonstrate that the Rate Covenant 
(1) was met for the Fiscal Year immediately preceding the date of the report (or for any 
period of 12 full consecutive months during the 18 months preceding the date of the 
report) and (2) is estimated to be met for each of the five Fiscal Years ended 
immediately following the issuance of the additional Bonds. The report is also required 
to document that, as of the date of the report, no deficiency exists in the Sinking Fund 
Reserve Account. The requirements of Section 5.04 of the General Ordinance are 
referred to as the Additional Bonds Test. The applicable Fiscal Years for the 2010 Bonds 
are FY 2010 and FY 2011 through FY 2015. This report constitutes the consultant's 
report required by the Additional Bonds Test. 

Airline Agreement 

Effective July 1,2007, the City and the principal airlines serving the Airport entered into 
a new Arport-Airline Use and Lease Agreement (the Airline Agreement). The Airline 
Agreement establishes procedures for the annual review and adjustment of airline 
rentals, fees, and charges so that the Airport System yields Amounts Available for Debt 
Service at least sufficient to comply with the Rate Covenant. 

The Airline Agreement extends through FY 2011. For the forecasts in this report, it was 
assumed that the provisions of the Airline Agreement regarding the setting of airline 
rentals, fees, and charges will remain in effect through the forecast period ending FY 2015. 

Under the Airline Agreement, Capital Expenditures are deemed approved by the 
Signatory Airlines unless they are specifically disapproved by a Majority-in-Interest 
(MII). For projects affecting Terminal Area rentals, fees, and charges, MII is defined as 
more than 50% plus one in number of the Signatory Airlines that together accounted for 
more than 50% of the passengers enplaned at the Airport during the preceding calendar 
year. For projects affecting Airfield Area fees and charges, MI1 is defied as more than 
50% plus one in number of the Signatory Airlines that together accounted for more than 
50% of landed weight at the Airport during the preceding calendar year. MI1 approval 
obligates the Signatory Airlines to pay rentals, fees, and charges as required to enable 
the City to comply with the Rate Covenant. 

The issuance of the 2010A Bonds is subject to MI1 approval of the Signatory Airlines, 
and the City has obtained such approval from the Signatory Airlines for elements of the 
2010 Project to be financed from the proceeds of the 2010A Bonds. Under the provisions 
of the Airline Agreement, no MI1 approvals are required for the issuance of the 2010 
Refunding Bonds. 
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Planned Future Bonds 
During the forecast period covered by this report, the City expects to (1) construct the 
eastside taxiways project, designed as part of the 2010 Project, (2) construct the second 
phase of the Airport maintenance facility project (designed and first phase of 
construction as part of the 2010 Project), and (3) acquire certain parcels of land. The 
land acquisitions are expected to occur in mid-2011. 

The City expects to finance such improvements, referred to collectively as the 2011 
Project, with the proceeds of Additional Bonds. The issuance of Additional Bonds to 
finance these projects (the 2011 Bonds) would be subject to, among other requirements, 
obtaining MI1 approval from the Signatory Airlines and meeting the Additional Bonds 
Test requirements of the General Ordinance. The City has not made any commitment 
to issue the 2011 Bonds. 

Scope of the Report 

This report was prepared to address the ability of the Airport System to yield Amounts 
Available for Debt Service sufficient to comply with the Rate Covenant of Section 5.01 
of the General Ordinance and to demonstrate compliance with the requirements of the 
Additional Bonds Test of W o n  5.04 of the General Ordinance. The report presents 
historical financial results for FY 2007 through FY 2009, estimated results for M 2010, 
budgeted results for FY 2011, and forecast results for FY 2012 through FY 2015. 

In preparing the report, we analyzed: 

Future airline traffic demand at the Airport, giving consideration to the 
demographic and economic characteristics of the region served, historical 
trends in airline traffic, airline service provided by US Airways and other 
airlines, and key factors that may affect future airline traffic. 

Estimated sources and uses of funds for the 2010 Project and associated 
estimated annual debt service requirements for the 2010A Bonds. 

Estimated sources and uses of funds for the 2010 Refunding Bonds and 
associated estimated annual debt service requirements for the 2010 Refunding 
Bonds. 

Estimated sources and uses of funds for the planned 2011 Project and associated 
estimated annual debt service requirements for the planned 2011 Bonds. 

Historical relationships among revenues, expenses, and airline tratfic at the 
Airport and other factors that may affect future revenues and expenses. 

Historical relationships between PFC revenues and passenger numbers. 
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The City's historical results for the Airport System, estimated results for 
FY 2010, budgeted results for FY 2011, projected staffing requirements, and 
other operational considerations. 

The City's policies and contractual arrangements relating to the use and 
occupancy of Avport System facilities, including the calculation of airline 
rentals, fees, and charges under the Airline Agreement; the operation of 
concession privileges; and the leasing of buildings and grounds. 

We also identified key factors upon which the future financial results of the Airport 
System may depend and formulated assumptions about those factors. On the basis of 
these assumptions, we assembled the finanaal forecasts presented in the exhibits at the 
end of this report. 

Estimates of project costs, project financing, and annual debt service requirements were 
provided by the sources noted. 

Debt Service Coverage 

As shown in Exhibit G-1, Rate Covenant Tests #1 and #2 were or are forecast to be met 
or exceeded in each of FY 2007 through FY 2015. Estimates of debt service coverage 
under Rate Covenant Test #1 are summarized on the following page. 

The estimates shown in Exhibit G-1 demonstrate that pledged Amounts Available for 
Debt Service were and are forecast to be sufficient to meet the Additional Bonds Test 
requirements of Section 5.04 of the General Ordinance for the applicable Fiscal Years. 

Project Revenues and other pledged Amounts Available for Debt Service were and are 
forecast to be sufficient to cover Operating Expenses, debt service on all outstanding 
series of Airport Revenue Bonds, debt service on the proposed 2010 Bonds, debt service 
on the planned 2011 Bonds, and all other requirements of the General Ordinance in each 
of the Fiscal Years required by Section 5.04 of the General Ordinance. 

Sinking Fund Reserve Account 

According to financial records provided by the City, no deficiency exists in the Sinking 
Fund Reserve Account as of the date of this report and, assuming that the proceeds of 
the 2010 Bonds are used in accordance with Exhibit 8, no such deficiency will exist on 
the date such Bonds are issued. 

Assumptions Underlying the Financial Forecasts 

The financial forecasts are based on information and assumptions that were provided 
by or reviewed with and agreed to by Division of Aviation management. Accordingly, 
the forecasts reflect management's expected course of action during the forecast period 
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and, in managements judgment, present fairly the expected financial results of the 
Airport System. 

Those key factors and assumptions that are sigruficant to the forecasts are set forth in 
the attachment, "Background, Assumptions, and Rationale for the Financial Forecasts." 
The attachment should be read in its entirety for an understanding of the forecasts and 
the underlying assumptions. 

Fiscal Year 

Historical 
2007 
2008 
2009 

Estimated 
2010 

Budgeted 
2011 

Forecast 
2012 
2013 
2014 
2015 

Net amounts 
available for 

debt service fn) 
[A1 

Bond Debt 
Service 

Requirements 
PI 

Bond debt 
service 

coverage 
[AD1 

Note: See Exhibit G-l for sources and calculations. 

(a) Amounts Available for Debt Service less Net Operating Expenses. 

Bond 
debt sewice 

coverage 
requirement 

In our opinion, the underlying assumptions provide a reasonable basis for the forecasts. 
However, any forecast is subject to uncertainties. Inevitably, some assumptions will not 
be realized, and unanticipated events and circumstances may occur. Therefore, there 
are likely to be differences between the forecast and actual results, and those differences 
may be material. Neither LeighFisher nor any person acting on our behalf makes any 
warranty, express or implied, with respect to the information, forecasts, opinions, or 
conclusions disclosed in this report. We have no responsibility to update the report for 
events and circumstances occurring after the date of the report. 
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Stress Test Projections 

The Amport is a major connecting hub for US Airways, which, together with its regional 
airline affiliates operating as US Airways Express, accounted for approximately 67% of 
the 15.2 million passengers enplaned at the Airport in FY 2010. Of the 10.2 million 
US Airways' passengers, an estimated 3.7 million (36%) originated their journeys at the 
Ai ior t  and the other 6.5 million (64%) connected between flights. 

An alternative passenger forecast was developed to provide the basis for a "stress test" 
of the Auport's forecast financial results under a scenario that could hypothetically 
arise either (1) if, following a merger between US Airways and another airline, the 
Airport's role in the combined airlines' route network were to be drastically reduced, or 
(2) perhaps following an unsuccessful merger attempt, US Airways were to be forced 
into bank~ptcy and liquidation. 

For the purposes of this hypothetical stress test scenario, US Airways was assumed 
to reduce service at the Airport effective July 2011 (the beginning of FY 2012). 
Replacement service by other airlines was then assumed to be introduced over the 
two years FY 2012 and FY 2013. For the stress test, the number of originating enplaned 
passengers was assumed to be similar to the number under the base case, but the 
number of connecting passengers was assumed to be drastically reduced. 

Under the stress test projections, airline rentals, fees, and charges per enplaned 
passenger are projected to increase relative to those required under the base forecasts. 
However, debt service coverage is projected to be similar and to meet or exceed the 
coverage requirements of the Rate Covenant Tests #I and #2. (See Exhibit G-2.) 

We appreaate the opportunity to assist the City on the proposed financing. 



[THIS PAGE INTENTIONALLY LEFT BLANK] 



Attachment 

BACKGROUND, ASSUMPTIONS, AND RATIONALE 
FOR THE FINANCIAL FORECASTS 

REPORT OF THE AIRPORT CONSULTANT 

on the proposed issuance of 

CITY OF PHILADELPHIA, PENNSYLVANIA 
AIRPORT REVENUE BONDS 

Series 2010A 

AIRPORT REVENUE REFUNDING BONDS 
Series 2010B, Series 2010C, and Series 2010D 



[THIS PAGE INTENTIONALLY LEFT BLANK] 



CONTENTS 
Page 

AIRLINE TRAFFIC ANALYSIS ................................................................................. 11-19 

. . 
Airport Fadhes  ........................................................................................................... 

Airfield ...................................................................................................................... 
Passenger Terminals ............................................................................................... 

................................................................. .............................. Airline Gate Use .. 
.................................................................... Parking and Outside Terminal Area 

Cargo and Other Facilities ..................................................................................... 
Northeast Philadelphia Airport ............................................................................ 

Airport Service Region ........................................................................................... 
Population. Income. and Employment ................................................................ 

. ~ 

Industry Sectors ....................................................................................................... 
Education and Health Services .............................................................................. . . .  
Financial A&v~hes .................................................................................................. 
Professional and Business Services ........... .. ..................................................... 

.......................................................................................................... Other Services 
Trade, Transportation. and Utilities ..................................................................... 

............. .................................................................................... Information .... .. . . Leisure and Hosp~tal~ty .......................................................................................... 
......................................................................................................... Manufacturing 

............................................................................................................. Government . . 
Construction and Mming ..................... .. ............................................................ 
Economic Outlook ................................................................................................... 

................................................................................................................. Airport Role 
Airport's Role as a Connecting Hub ..................................................................... 
Airport's Role in US Airways System .................................................................. 

.......................................................................................................... Star Alliance 
Proposed US Airways-Delta Slot Swap ............................................................... 

Competing Airports ..................................................................................................... 
Airline Service ............................................................................................................... 

..................................................................................... Domestic Airline Service 
International Airline Service .................................................................................. . . 

Historical Alrl~ne Traffic ........................................................................................... 
Enplaned Passengers .............................................................................................. 
Originating and Connecting Passengers ............................................................ 
Airline Shares of Passengers .................................................................................. 
Landed Weight ........................................................................................................ 

. 

.................................................................................................................. Air Cargo 



CONTENTS (continued) 
Page 

AIRLINE TRAFFIC ANALYSIS (continued) 

Key Factors Affecting Future Airline Traffic ............................................................ 
Economic and Political Conditions ....................................................................... 
Financial Health of the Airline Industry .............................................................. 
Airline Service and Routes ..................................................................................... 
Airline Competition and Airfares ......................................................................... 
Airline Consolidation and Alliances ....................... .. ........................................ 
Availability and Price of Aviation Fuel ................................................................ 
Aviation Safety and Security Concerns ................................................................ 
Capacity of the National Air Traffic Control System ......................................... 
Capacity of the A q o r t  .......................................................................................... 

Forecast Airline Traffic ................................................................................................ 
Base Forecast ............................................................................................................ 

.................................................................................................. Stress Test Forecast 
Landed Weight ........................................................................................................ 

FINANCIAL ANALYSIS ............................................................................................. 

Framework for Financial Operations ....................................................................... 
General Ordinance .................................................................................................. 
Airline Agreement ................................................................................................... 

Planned 2010 Project .................................................................................................... 
Terminal F Expansion and Renovation ................................................................ 
Terminal Improvements ......................................................................................... 
Terminals B-C Expansion Design ......................................................................... 
Eastside and Westside Taxiways .......................................................................... 
Runway 9L-27R Resurfacing and Navaids .......................................................... 
Airport Maintenance Facility ................................................................................. 
Central Utility Plan Upgrades .......................................................................... 
Infrastructure Improvement Program ................................................................. 

Planned 2011 Project .................................................................................................... 
Future Projects .............................................................................................................. 
Non-Bond Sources of Funds ....................................................................................... 

Passenger Facility Charge Revenues .................................................................... 
........................................................................................................... Grants-in-Aid 

Revenue Bond Financing ............................................................................................. 
Proposed 2010A New Money Bonds .................................................................... 
Proposed 2010 Refunding Bonds .......................................................................... 

................................................................................................ Planned 2011 Bonds 
Debt Service Requirements ......................................................................................... 
Historical Financial Statements .................................................................................. 
Operating Expenses ..................................................................................................... 
Project Revenues ........................................................................................................... 



CONTENTS (continued) 
Page 

FINANCIAL ANALYSLS (continued) 

Airline Revenues .......................................................................................................... 
Terminal Building Space Rentals and International Common Use 

Area Fees ............................................................................................................... 
Ramp Area Rentals .................................................................................................. 

............................................................................................................ Landing Fees 
Airline Payments per Enplaned Passenger ......................................................... . . .................................................................................................... Nonaulme Revenues 

.............................................................................. Master Concession Agreement 
............................................................................ Other Concessions and Services 

Rental Cars ............................................................................................................... 
....................................................................... Ground Transportation and Other 

........................................................................................... Outside Terminal Area . . .............................................................................................. Nonsignatory Adme 
.............................................................................................. Other Airfield Area 

Other Buildings and Areas .................................................................................... 
Northeast Philadelphia Airport ............................................................................ 

Application of Project Revenues ................................................................................ 
Debt Service Coverage ................................................................................................. 



TABLES 

. . Gate Use by Adme ........................................................................................... 
Population Distribution in the Airport Service Region by County. 2008 .. 
Population of the Airport Service Region. 1990-2020 ................................... 
Inflation-Adjusted per Capita Personal Income. 1990-2020 ........................ 
Nonagricultural Employment. 1990-2020 ...................................................... 
Distribution of Nonagricultural Employment. 2000-2009 ........................... 
Top Private Sector Employers in the Airport Service Region. 2009 ........... 
Professional and Business Services Sector Employment Trends. 
1999-2009 ............................................................................................................. 
Trade. Transportation. and Utilities Employment by Subsector. 
1999-2009 ............................................................................................................. 
2009 Industrial Market Statistics ...................................................................... 
Top Tourist Attractions in the Airport Service Region. 2008 ...................... 
Forecast Growth in Employment by Sector ................................................... 
Passengers at Busiest World Airports ............................................................. 
International Passengers at U.S. Gateway Airports ...................................... 
Busiest US  . Airports in Terms of Originating Passengers .......................... 
Airline Service at Selected Airports ................................................................ 
US Airways Scheduled Service at its Principal Aqor t s  ............................. 
Scheduled International Service at Star Alliance Gateways ........................ 
Airline Service at Selected Northeast Airports ............................................. 
Average One-way Domestic Airfares at Selected Northeast Airports ...... 
Originating Passengers at Selected Northeast Airports ............................... 
Scheduled Domestic and International Airline Service ............................... 
Scheduled Domestic Airline Service by Airline ............................................ 
Domestic Origin-Destination Patterns ............ .. ........................................... 
Scheduled International Airline Service by Destination .............................. 
Historical Enplaned Passengers ...................................................................... 
International Enplaned Passengers ................................................................. 
Originating and Connecting Passengers ........................................................ 

Page 

11-20 

11-24 

11-24 

11-25 

11-26 

11-29 

11-30 



TABLES (continued) 

Page 

Airline Shares of Enplaned Passengers .......................................................... 11-75 

Historical Landed Weight ................................................................................ II-77 

Airline Shares of Landed Weight .................................................................... 11-78 

Airline Traffic Forecasts .................................................................................... 11-87 

Statement of Historical Revenues and Expenses .......................................... 11-99 

FIGURES 

Airport Service Region ...................................................................................... 11-22 

Employment Levels in the Airport Service Region ...................................... 11-27 

Monthly Unemployment Rate ......................................................................... 11-27 

Annual Change in Total Employment ............................................................ 11-28 

Rate of Job Loss in Major Metropolitan Regions ........................................... 11-29 

Airport Service Region Employment Concentration by Industry 
Supersector .......................................................................................................... 11-32 

Scheduled Hubbing Airline Seat Capacity at Selected Airports ................. 11-53 

Scheduled US Airways Seat Capacity at Principal US Airways 
System Airports .................................................................................................. 11-55 

Changes in Airline Seats at US Airways Hubs ........................................ 11-56 

Areas Within One-Hour Drive Times of Philadelphia. Newark. and 
BaltimoreMrashington International Airports ............................................ 11-59 

Trends in Domestic Passenger Yield at the Airport ..................................... 11-63 

Domestic Origin-Destination Patterns ............................................................ 11-69 

Domestic Enplaned Passenger Trends ............................................................ 11-73 

Enplaned Passenger Market Shares ................................................................ 11-76 

Originating Passenger Market Shares ............................................................. 11-76 

Historical and Forecast Enplaned Passengers ............................................... 11-88 



EXHIBITS 

Sources and Uses of Funds for 2010 and Planned 2011 Project .................. 
. . . .  

Sources &d Uses of Proposed 2010A Bonds and 2011 Bonds .................... 
Debt Service Requirements .............................................................................. 
Operating Expense's ........................................................................................... 
Revenues ................................................................. : ........................................... 

...................................................... Calculation of Terminal Building Rentals 

Calculation of Ramp Area Rentals .................................................................. 
Calculation of Landing Fees ................................................. : ........................... 
Application of Revenues .................................................. ................................ 
Application of Passenger Facility Charge Revenues .................................... 
Debt Service Coverage - Base Passenger Forecast ........................................ 
Debt Service Coverage . Stress Test Forecast ................................................. 

Page 

11-110 

11-Ill 

11-112 

11-113 

11-114 

17-116 

11-117 

11-119 

11-120 

11-121 

11-122 

11-123 



AIRLINE TRAFFIC ANALYSIS 

AIRPORT FACILITIES 

Philadelphia International Airport occupies a 2,328-acre site in Philadelphia and 
Delaware Counties about 8 miles by road southwest of Center Citv Philadeluhia. 
Access to the Airport is provided by, among other roads, Interstate 95, whi& bounds 
the Airport site to the north. The Delaware River bounds the site to the south. Direct 
rail serhce is provided by the Southeastern Pennsylvania Transportation Authority 
(SEPTA) between Center City and stations serving the passenger terminal complex. 

Airfield 

The Airport has four runways and an associated system of taxiways. The main 
runways are east-west Runway 9R-27L, 10,500 feet long, and parallel 
Runway 9L-27R, 9,500 feet long. The main runways are separated by 1,400 feet. 
Runway 8-26 is 5,000 feet long and is used only for regional airline aircraft arrivals 
from the east and departures to the east. Crosswind Runway 17-35 was extended 
from a length of 5,460 feet to 6,500 feet in 2009. 

Passenger Terminals 

The passenger terminal complex, located north of the main runways, comprises 
seven terminal units, each providing a concourse for aircraft loading and unloading; 
a landside building for passenger ticketing, check-in, and security screening; and 
(except in the case of Terminal F) a separate baggage claim building. The landside 
buildings and baggage claim buildings are served by separate curbside roadway 
systems. The terminal complex provides a total of approximately 3.1 million square 
feet of space and 124 aircraft parking positions and associated gate facilities. 

Terminals A West and A East provide facilities for international airline operations 
and passengers. Terminal A West, opened in May 2003, provides 13 gates, 12 of 
which are capable of accommodating widebodv aircraft. Terminal A East, opened in 
March 1991, provides 11 gates, 5 of which are capable of accommodating wiiebody 
aircraft. Terminals B through F provide facilities mainly for domestic airline opera- 
tions and passengers. ~er&als B through E date variously from the 1950s t o k e  
1970s. Terminals B and C, which are leased by US Airways, each provide 15 gates. 
Terminals B and C were renovated, expanded, and consolidated in 1998, at which . 
time a connector between Terminals B and C, housing extensive food, beverage, and 
retail concessions, was constructed. Terminal D, expanded in August 2003, provides 
16 gates. Terminal E, expanded in February 2010, provides 16 gat&. A coAector 
between Terminals D and E was completed in December 2008 and provides 
concessions similar to those in the Terminals B and C connector. Southwest Airlines 
leases 10 gates in Terminal E. Terminal F, opened in June 2001, provides 38 gates 
designed for use by regional airline aircraft. 



Airline Gate Use 

Table 1 summarizes the availability of gates at the Airport and the average number 
of flight departures per gate as was scheduled for April 2010. 

Table 1 
GATE USE BY AIRLINE 

Philadelphia International Airport 
April 201 0 

Average 
Average daily 

daily scheduled 
Preferential Common Total scheduled departures 

Leasing airline Terminal use gates use gates gates departures (a) per gate 

Air Canada (international) 
AirTran 
American 
Continental 
Delta 
Southwest 
United 
US Airwavs (mainline domesticl 
US ~ i r w a i s  iregional affiliates)' 
City (not in use) 

Subtotal domestic 

International 
US Airways (international) 
Other airlines 
Subtotal international 

Note: Columns may not add due to rounding. Gate count is for a i x d  loading positiom equipped with loading 
bridges, except for Terminal P as noted. 

(4 Source: Official Airline Guides, Inc,, retrieved form BACK Aviation databases, March m10. 
fbl Indudes 5 average daily Bchedded deparhues by Midwest and Frontier. 
fc) Includes senice to Canada. 
fdJ 24 gaks equipped with loading bridges for use by regional jet aircraft and 14 gates without loading bridges for use 

by regronal turboprop aircraft. 

The Airport provides 86 gates capable of accommodating large jet airline aircraft at 
Terminals A-West through E and 38 gates designed for use by regional airline 
aircraft at Terminal F. Under the Airline Agreement, a11 gates are being leased on a 
preferential-use basis or assigned on a common-use bas$ A gate leased to an airline 
on a preferential-use basis may be made available to other airlines at the direction of 
the City when the gate is not being used by the leasing airline. A common-use gate 
may be assigned by the City for use by any airline. 



Parking and Outside Terminal Area 

Public parking facilities, which are operated by the Philadelphia Parking Authority, 
provide approximately 18,800 spaces and consist of five multi-story garages and 
surface lots immediately north of the terminals (approximately 11,800 spaces) and a 
surface lot remote from the terminal complex and served by shuttle buses (approxi- 
mately 7,000 spaces). A 50-acre site north of the terminal complex, designated the 
Outside Terminal Area (OTA), accommodates the parking garages as well as a hotel, 
rental car storage and maintenance sites, commercial ground transportation, and 
other facilities. The parking garages and hotel are connected directly to the 
terminals by enclosed walkways. 

Cargo and Other Facilities 

Air cargo buildings, airline maintenance hangars, and associated aircraft parking 
aprons are located on a 106-acre site at the northwest side of the Airport. The site 
also accommodates Airport support facilities. UPS Air Cargo occupies a 210-acre 
site adjacent to the south side of the Airport where the airline operates its East Coast 
package handling and sorting hub from a 680,000-square-foot building. 

General and business aviation facilities are located on 30 acres on the east side of the 
Airport. Commercial fixed base operator services are provided by Atlantic Aviation. 
Approximately 30 general aviation aircraft are based at the Airport and approxi- 
mately 20,000 general aviation operations (landings and takeoffs) occur annually. 

Northeast Philadelphia Airport 

The City owns and operates Northeast Philadelphia Airport (PNE), which 
accommodates most general and business aviation activities. PNE is located on a 
1,150-acre site about 10 miles by road northeast of Center City. Approximately 
210 aircraft are based at PNE, whch has two runways, 7,000 feet and 5,000 feet long. 
PNE handles approximately 75,000 general aviation operations annually. 

AIRPORT SERVICE REGION 

Philadelphia International Airport (the Airport) serves the City of Philadelphia and 
surrounding areas in Pennsylvania, New Jersey, Maryland, and Delaware. The 
region served by the Airport (Airport Service Region or Region) is defined as the 
Philadelphia-Camden-Wilmington, PA-NJ-DE-MD Metropolitan Statistical Area,* 
which includes Bucks, Chester, Delaware, Montgomery, and Philadelphia counties in 
Pennsylvania; Burlington, Camden, Gloucester, and Salem counties in New Jersey; 
Cecil County in Maryland; and New Castle County in Delaware. The Region covers 
a broad geographic area, as shown on Figure 1. 

*Metropolitan Statistical Area as defined by the U.S. Department of Commerce, 
Bureau of the Census, 2008. 
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The Airport serves as an international passenger gateway, a connecting hub for 
US Airways, and a hub for regional airlines, particularly those operating as 
US Airways Express. The Airport also serves as an international air cargo hub for 
UPS Air Cargo. The Airport is the primary source of passenger airline senrice for the 
Region, and also serves a secondary region defined by the availability of airline 
service at the following nearby airports: 

Lehigh Valley International Airport, 54 miles to the north 

Atlantic City International Airport, 63 miles to the southeast 

BaltimorelWashington International Thurgood Marshall Airport, 
102 miles to the southwest 

Harrisburg International Airport, 105 miles to the northwest 

Newark Liberty International Airport, 106 miles to the northeast 

This section focuses on the economy of the primary Airport Service Region to 
provide a context for aviation-related demand at the Auport. The extent to which 
these surrounding airports compete with the Airport for passengers is discussed in 
the later section, "Competing Airports." 

Population, Income, and Employment 

As shown in Table 2, the population of the Region was 5.9 million in 2008,67% 
located in Pennsylvania, 22% in New Jersey, 9% in Delaware, and 2% in Maryland. 

As shown in Table 3, the population for the Region increased an annual average of 
0.5% from 1990 to 2000, which is slower than the growth rate in the United States as 
a whole. This slower growth rate relative to the national trend is typical of older, 
more established regions that generally have more mature economies and less 
developable land. The population of the Region is projected to continue to increase 
through 2020, but at a slightly slower average annual rate than in previous years and 
at about half the rate of nationwide population growth. 



Table 2 
POPULATlON DlSTRlBUnON IN THE AIRPORT SERVICE REGION BY COUNTY, 2008 

State and county 

Pennsylvania 
Philadelphia 
Montgomery 
Bucks 
Delaware 
Chester 

Subtotal 

New Jersey 
Camden 
Burlington 
Gloucester 
Salem 

Subtotal 

Delaware 
New Castle 

Maryland 
Cecil 

Total 

Percent 
of total 

26.0% 
13.1 
10.5 
9.3 
8.3 

67.2% 

8.7% 
7.5 
4.9 
1.1 

22.2 

8.9 

1.7 
100.0% 

Source: US. Department of Commerce, Bureau of the 
Census. American Community Sumey, 2010. 

Table 3 
POPULATION OF THE AIRPORT SERVICE REGION, 1990-2020 

Average annual increase 
Year Region Region United States 

Historical (a) 
1990 5,435,468 - - 
2000 5,687,147 0.5% 1.2% 

Projected (b) 
2010 5,973,745 0.5% 1.0% 
2020 6,231,788 0.4 1.0 

Sources: Historical, US. Department of Commerce, Bureau of the Census, 
2010. Projected, US. Department of Commerce, Bureau of the 
Census, Projections of the Populatwn and Components of Changefor 
the United Stntes, 2010-2050,2008; W i g t o n  Area Planning 
Council, Plnnning District Populntwn Changes, 2010; Delaware 
Valley Regional Planning Commission, County Profiles, accessed 
from htt~://www.dvruc.ore on March 15,2010; Southern Jersey 
Planning Commission, 2030 Population and Employment 
Projections, 2006. 



In 1990, the Airport Service Region's per capita personal income was $37,100,15% 
higher than that of the nation as a whole ($32,300),* as shown in Table 4. From 1990 
and 2008, inflation adjusted per capita income grew at the same rate in the Region 
and the nation as a whole. The Region's 2008 per capita personal income of $46,500 
was 14% higher than that of the nation ($40,700). 

The average annual rate of growth in per capita personal income in the Region is 
projected by Woods & Poole Economics to increase to 3.0% from 2008 through 2010 
(as the Region recovers from the economic recession), and return to historical 
growth rates averaging 1.5% annually in the mid-term (2010 to 2015) and long term 
(2015 to 2020). 

Table 4 
INFLATlOKADJUSTED PER CAPITA PERSONAL INCOME, 19Slb2020 

Per capita income (a) Average annual increase 
Airport Service Airport Senrice 

Year Region United States Region United States 

Historical (a) 
1990 $37,100 $32,300 -- - 
2000 4w"l 37,600 1.5% 1.5% 
2008 46,500 40,700 1.0 1.0 

Projected (b) 
2010 $49.300 - 1.2% - 
2015 53,200 -- 1.5 -- 
2020 57,400 -- 1.5 -- 

Note: Incomes adjusted for inflation by inflating/deflating to 2010 dollars, using the 
US. Department of Labor, Bureau of Labor Statistics, Current Price Index 
Mation calculator. 

(a) Source: U.S. DeaaThent of Commerce. Bureau of Economic Analvsis. 2010: , ~ -. -~ --. 
ht~~/www.bra.eov/reeional~index.hhn 

(bJ Source: 2010 R ~ I O M I  Projectwns and Database, Woods & I'oole Econorn~cs, 2010. 

Nonagricultural employment in the Region, from 1990 through 2000, grew an 
average of 0.9% annually, resulting in dose to 250,000 additional jobs. As shown in 
Table 5, this rate was half the national average of 1.9% average annual 
nonagricultural employment growth. Employment growth in the Region and the 
nation was little changed between 2000 and 2009, declining 0.1%. This period of low 
employment growth partly reflects the period used to calculate the growth rate, 
during which cyclical patterns in employment growth and decline were linked to the 
expansion and contraction of the U.S. economy. 

"Incomes have been inflation-adjusted to 2010 dollars. 



Table 5 
NONAGRICULTURAL EMPLOYMENT, I S 2 0 2 0  

Total nonfarm employment 
Airport Senrice 

Year Region United States 

Historical (a) 
1990 2,498,800 109,487,000 
2000 2,744,400 131,785,000 
2009 2,713,600 130,920,000 

Projected (b) 
2015 2,928,800 
2020 3,078,100 

Average annual increase (decrease) 
Airport 

Service Region United States 

(a) Source: U.S. Deparhnent of Labor, Bureau of Labor Statistics, Current Employment 
Statistics Survey, 2010. 

(b) Source: Growth projections from 2010 Regional Projections and Databnse, Woods & Poole 
Economics, ZOlO;, applied to current data from U.S. Department of Labor, 
Bureau of Labor Statistics, Current Employment Statistics Suntey, 2010. 

Figure 2, depicting annual employment in the Region over the past 10 years, 
demonstrates this pattem and shows the decline in the Region's job base since 2008 
in connection with the 2007-2009 recession. Current employment projections for the 
Region suggest a rebound between now and 2015, with average annual growth of 
1.3% projected from 2009 through 2015. 

According to the National Bureau of Economic Research, the economy of the 
United States entered into a recession in December 2007. The recession has resulted 
in job loss throughout the country, and the Airport Service Region has experienced 
its share of job losses and unemployment. As shown on Figure 3, the unemploy- 
ment rate for the Region changed in a pattem similar to that of the United States as a 
whole through 2009. The unemployment rate for the United States has decreased 
throughout 2010 to converge with the Region's rate in June 2010. The unemploy- 
ment rate in the Region was lower than that for the nation as a whole as of 
August 2010. 

Establishment-based reporting of job creation and job loss is derived from thousands 
of monthly surveys of businesses and government agencies. Depicted on Figure 4, 
these data provide further evidence that the Region has lost fewer jobs in the 
2007-2009 recession compared with the nation as a whole. Figure 4 illustrates the 
year-by-year percentage change in employment throughout the Region and the 
nation since 2000. During years of employment growth nationwide, the Region 
experienced growth rates that were not as high as those of the nation. Conversely, 
during periods of contraction, the Region experienced a lower rate of job loss relative 
to the nation. 
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Figure 4 

ANNUAL CHANGE IN TQTAL EMPLOYMENT 
........................................................................................................... 

-5 1 I I I I I I 1 I I I 
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 

Calendar year 

.. .O... Region -0- United States 

The Region's rate of job loss is also lower than many other large metropolitan 
regions. Figure 5 shows the rates of job loss for the 12 largest metropolitan regions 
and the United States from April 2009 through April 2010. The Region is ranked in 
the top half of the group, outperforming 7 of the 11 other largest metropolitan areas. 
The rate of job loss for the United States as a whole (all metropolitan and non- 
metropolitan areas) is slightly lower than for the Region. 

Industry Sectors 

The Airport Service Region's economy is diverse, and driven primarily by industry 
sectors that tend to provide more stable employment levels, such as Education and 
Health Services. Table 6 shows the distribution of supersector employment in the 
Region compared to the United States.* Table 7 lists the private sector employers 
with the largest numbers of employees in the Airport Service Region. The Education 
and Health Sewices supersector became increasingly important over the decade, 
growing from 16.7% of the Regional economy in 2000 to 20.3% in 2009. 

*A "supersector" is defined by the US. Department of Labor, Bureau of Labor 
Statistics as larger groupings of North American Industry Classification System 
sectors, for purposes of analysis. 
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Figure 5 
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Table 6 
DlSTRlBUTlQN OF N0NAGRIOULTWRAL EMPLOYMENT, 2090-2009 

Airport Service Region United States 
hrtushy supersector 2000 2004 2009 2M)9 

Education and Health Services 
Trade, Transportation, md Utilities 
Prokssional and Business Services 
Govement 
Leisure and Hospitality 
Finandal Activities 
Mandadwing 
Construction and Mining 
Other Services 
Information 
Total 

Sources: US. Depaanhment of l.abor, Bureau of Labor Staaistics, Current Employment 
Srabistics S m y ,  201'0; BAE, 2010. 



Table 7 
TOP PRIVATE SECTOR EMPLOYERS IN THE AIRPORT SERVICE REGION, 2009 

Employer Business typebrand 

University of Pe~sylvamia and Penn Health System 
Jefferson Health System and Thomas Jefferson University 
Lockheed Martin Corp. 
Comcast Corp. 
Temple University and Health System 
Merck & Co., Inc. 
Wal-Mart Stores Inc. 
United Parcel Service hc .  
Catholic Health East 
Christians Care Health System 

Supewdu Inc. 
Archdiawe of Philadelphia 
Wakefern Corp. 
W o n t  Co. 
AramKk Corp. 
Children's Hospital of Philadelphia 
Vanguard Group hc .  
Wawa Inc. 
Drexel University 
Vetiwn Communications hc .  

Bank of America Corp. 
V h a  Health 
Koninklijke Ahold NV 
Albert Einstein Health Network 
Wells Fargo & Co. 
Rite Aid Corp. 
Sears Holding Corp. 
CVS Caremark Corp. 
Crozer-Keystone Health System 
JF Morgan Chase & Co. 

Genesis Healthcare Corp.. 
Toronto Dominion Bank 
Great Atlantic & Pacific Tea Co. 
Target Corp. 
Abingdon Memorial Hospital 
Independence Blue Cross and Affiliate 
US Ainvays Inc. 
GlaxoSmithKline P.L.C. 
PNC Financial Services Group Inc. 
Siemens AG 

Cooper Health System 
Boeing Corp. 
Johnson & Johnmn 
Tenet Healthcare Corp. 
Safeway hc .  
W Y ~ &  
Allied Security Hal* 
Sunoco h c .  
Sodexo Inc. 

Hospitals, university 
Hospitals, university 
Military radar systems 
Cable televisia Internet, telephone 
Hospitals, university 
Drug development and manufacturing 
Discount retail stores 
Package shippin& delivery 
Hospitals 
Hospitals 

Grocery stores 
Religious organization, schools 
Grocery stores 
Chemical produds 
Food 5eni.X 
Hospital 
Mutual funds, asset management 
Convenience stores 
University 
Telephone, Internet, video 

Banking, Merrill Lynch 
Hospitals 
Grocery stores 
Hospitals 
Bankin5 Wachovia 
Retail drugstores 
Department stores 
Pharmacy, drug solicitation 
Hospitals 
Credit cards, investments, banking 

Nursing homes 
Banking 
Grocery stores 
Discount retail stores 
Hospital 
Health insurance 
Airline 
Drug development and manufacturing 
Banking, invesbnents 
Medical equipment and systems 

Hospitals 
Military rotorcraft 
Drug development and manufacturing 
Hospitals 
Grocery stores 
Drug development and manufamving 
Security services 
Oil refining and marketing, retailing 
Food service 

Number of 
employees 

31,000 
24,600 
13,300 
13,000 
12 ,m 
1 2 . m  
11,700 
11,500 
11,400 
10.300 

10.100 
10,100 
10,000 
9.800 
9,800 
9,703 
9,400 
8,200 
8,200 
8,100 

8.000 
7.900 
7,800 
7,200 
7,200 
7,100 
7.000 
6.900 
6.800 
6,500 

6,500 
6.400 
6 . W  
6,400 
6.300 
6,000 
6,000 
5,900 
5 . m  
5,800 

5,400 
5,200 
5,100 
5,000 
4,700 
4700 
4M)O 

4,m 
4,500 



Table 7 (page 2 of 2) 
TOP PRIVATE SECTOR EMPLOYERS IN THE AIRPORT SERVICE REGION, 2009 

Number of 
Employer Business typebrand employees 

AstraZeneca P.L.C. 
Home Depot USA Inc. 
Aehla Inc. 
Macy's Inc. 
Bayada Nurses Inc. 
Holy Redeemer Health System 
University of Delaware 
Cardone Industries 
American International Group 
Aria Health 

Kennedy Health System 
FedEx Corp. 
Archdiocese of Camden 
IBM Corp. 
Community Health Systems Inc. 
Walgreen's 
Nemours Foundation 
Northwestern Human Services Inc 
Universal Health Services Inc. 
TJX Companies Inc. 

Dow Chemical Co. 
Quest Diagnostics Inc. 
Liberty Media Corp. 
Resources for Human Development Inc. 
Villanova University 
Fox Chase Cancer Center 
Public Service Enterprise Group Inc. 
ACTS Retirement-Life Communities Inc. 
Village Improvement Association 
Pepco Holdings Inc. 

Exelon Corp. 
Philadelphia Media Holdings L.L.C. 
Royal Bank of Scotland Group P.L.C. 
Ace Ltd. 
Prudential Financial Inc. 
Day 6r Zimmerma~  
General Electric Corp. 
Wilmington T m t  COT. 
Woods Services Inc. 
Marriott International Inc. 

PHH Corp. 
Community College of Philadelphia 
C i p  Corp. 
Grand View Hos~ital 
SunGard Data ~istems, Inc. 
SEI Investments Co. 
SAP AG 
CamvbeU SOUP Co, 
Citigroup Inc. 
Underwood Memorial Hospital 

Drug development and manufamring 
Retail mtruci ion materials 
Health insurance 
Department stores 
Health care nursing services 
Hospitals 
University 
Automobile parts 
Life insurance 
Hospital 

Hospitals 
Package shipping, delivery 
Religious organizatio~ schwls 
Computers, software, related services 
Hospitals 
Retail drugstores 
Hospital 
Coalition of healthcare service providers 
Hospitals 
Discount retail dothing stores 

Chemical Manufaduring 
Medical testing. diagnostic services 
QVC shoppingcha&el 
Health care, workforce, community services 
University 
Hospital 
Electrical power generation 
ReIirement communities 
Hospitals 
Electrical power generation 

Electric and natural gas provider 
Newspawrs and news websites 
e&g' 
Property LNUrance 
Lik insurance, investments 
Constructio~ logistics, plant operation 
ManufaEtvrin& finance 
Banking 
Special needs services 
Hotels 

Home loans 
College 
Health insurance 
Hospital 
Financial software, data recovery 
Mutual funds 
Computer software 
Packaged foods 
Banking 
Hospital 

Note: Does not include Cecil County, Maryland. 

Source www.philly.coa accessed February 2010. 
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Figure 6 
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CONCENTRATKIN BY INDUSTRY SU- 



shown on Figure 6. Employment data are from the U.S. Department of Labor, 
Bureau of Labor Statistics, Current Employment Statistics Survey, unless otherwise 
noted. Projections were provided by Woods and Poole Economics. 

Education and Health Services 

The Education and Health Services supersector has emerged as a driving force in the 
Regional economy over the past decade, resulting in 95,000 new jobs between 2000 
and 2009. While employment levels in the Region and the nation were reducing 
between 2000 and 2009 (-0.1%), employment in the Education and Health Services 
supemector grew an average of 2.0% annually in the Region. Accounting for 20.3% 
of Regional employment compared with 14.7% of national employment in 2009, the 
Education and Health Services supersector represents a major concentration of 
empl-ent. While almost all other supersectors experienced losses in employment 
since 2007, Education and Health Services added almost 26,000 jobs since 2007, and 
10,800 jobs between 2008 and 2009 in the Region. 

Health services and education account for two very different types of services and 
jobs. However, the two sectors tend to have strong connections in the Region, as 
evidenced by the fact that three of the top five employers in the region are a 
combination of educational institutions and health systems (the University of 
Pennsylvania and Penn Health System, Jefferson Health System and Thomas Jefferson 
University, and Temple University and Health System). This interconnectivity of 
public and private entities forms the foundation of a broader life sciences industry in 
Zhe ~e~ion,-branching into other subsectors involving high technology startups, ' 
pharmaceuticals, and chemical manufacturing. The life sciences industry then, in 
km, supports other industries, such as ~e i su ie  and Hospitality (through health and 
science oriented conventions) and Construction (such as University City's Science 
Center). In this way the Education and Health Services supersector plays a vital role 
in the Region. 

' Education. The Region has 92 colleges and universities, many of which are 
rankkd among the best in the nation.* The City of Philadelphia has the second 
largest concentration of students on the East Coast, with over 300,000 students. 
Within the Education and Health Services supersector, education represents 23% of 
employment, with 127,000 jobs as of year end 2009. From 1999 to 2009, the sector 
grew by over 25,000 jobs, averaging 2.3% annual growth. While almost all other 
sectors experienced job losses during the current recession, employment in the 
education sector increased 1.0% in 2009 compared with 2008, totaling 1,800 jobs. 
Between 2009 and 2015, education sector employment is projected to increase 
further, averaging 1.9% annually, resulting in an additional 14,900 jobs total. 

*Select Greater Philadelphia, "Greater Philadelphia. A Great Place to Do Business." 
Available from http://www.selectrreater~hiladelvhia.com accessed March 18,2010. 
The Philadelphia region in this case includes the entire Airport Service Region with 
the exception of Cecil County, Maryland. It also includes Mercer County, New Jersey. 



As of 2005, the University of Pennsylvania, including its health system, had an 
economic impact of $9.8 billion on a surrounding 11-county region, and yielded 
95,800 direct, indirect, and induced jobs.* Besides the University of Pennsylvania, an 
additional 91 institutions contribute to the economy of the Region. The University 
of Pennsylvania facilitated the creation of 56 new business ventures between 2000 
and 2005. The University of Pennsylvania and Drexel University are also key 
stakeholders in a business incubator program at University City's Science Center, 
which, according to the Philadelphia Business Journal, contributes a $9 billion annual 
economic impact in the Region through innovation and small business creation. 

The 2007-2009 economic recession may have had some positive effects on local 
educational institutions. For the 2010-2011 academic year, the University of 
Pennsylvania experienced a 17% increase in applications. In late 2009, the 
University of Pennsylvania had received $163 million in American Reinvestment 
and Recovery Act (ARRA) funds from the United States government. 

Health Services. Within the Education and Health Services supersector, the 
health services sector represents 77% of the overall employment in the supersector, 
with well over 400,000 jobs in the Region as of year end 2009. From 1999 to 2009, the 
health services sector grew by over 75,000 jobs, and employment in the sector has 
experienced 2.0% annual growth since 2000 in the Region. Numerous hospitals in 
the Region support a significant portion of the Region's health care employment, 
providing services not only to the Region's residents, but to patients that travel from 
outside the Region for treatment. According to the Milken Institute's Greater 
Philadelphia Life Sciences Cluster 2009 report,** general medical and surgical hospital 
employment accounted for 4.6% of the Region's total employment."* Furthermore, 
the nation's largest concentration of health services is located within a 100-mile 
radius of the core of Philadelphia. 

The health services sector is also a key component supporting a growing life 
sciences industry in the Region. According to the 2009 Milken Institute report, the 
broad range of health services, together with a well-established concentration of top 
educational institutions and pharmaceutical firms, have helped create a life sciences 
industry that, in 2007, had an economic contribution of 380,000 jobs, $20 billion in 
earnings, and almost $40 billion in output in the Greater Philadelphia area. The 
report ranks Greater Philadelphia second in the nation among the most elite life 

*Econsult Corporation, The University of Pennsylvania Economic 6 Fiscal Impact 
Report, 2006. 

**The Greater Philadelphia Life Sciences Cluster 2009: An Economic and Comparative 
Assessment, The Milken Institute, 2009. 

***The Greater Philadelphia Life Sciences Cluster 2009 report defines Greater 
Philadelphia differently from the Airport Service Region. In addition to the 
Airport Service Region's 11 counties, it includes Mercer County, New Jersey. 
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science clusters, second only to Boston, and ahead of East Coast competitors such as 
New York (fourth), Raleigh-Durham (fifth), and Washington, DC (tenth). 

The growth in life sciences is being felt in numerous industries besides health 
services, including pharmaceuticals, biotechnology, life sciences research and 
development, medical devices, and various supporting industries. Employment in 
these industries is classified under the Manufacturing and Professional and Business 
Services supersectors. 

Financial Activities 

Although the Financial Activities industries in the Region have experienced 
substantial job losses during the 2007-2009 recession, the Region's diverse mix of 
banking. insurance, and investment firms has provided slightly more stability the 
nation as a whole. From 2006 to 2009, the Region lost 6.4% of Financial Activities 
jobs versus 6.8% in the nation. Although these are substantial losses (10,300 jobs in 
2009 in the Region), the Region's Financial Activities industries outperformed the 
national trend. 

The Financial Activities supersector includes the following sectors: 

Finance and insurance (82% of 2009 supersector employment in the Region) 

Real estate and rental and leasing (18% of supersector employment in the 
Region) 

While only 7.6% of the Region's employment was in the Financial Activities 
industries in 2009 (compared with 5.9% in the nation), after Education and Health 
Services, this supersector accounts for the Region's strongest industry concentration. 
Major national banks, including Wells Fargo (now owner of Wachovia Bank) and 
TD Bank Financial Group (owner of Commerce Bank) have large presences in the 
Region. ING Direct, a major national bank, is headquartered in Wilmington, 
Delaware. Other banks on the list of top employers in the Region (see Table 6) 
include Bank of America (8,000 local employees), JP Morgan Chase (6,500 local 
employees), and PNC Financial Services (5,900 local employees). 

In addition to traditional lending institutions, investment firms and insurance 
companies maintain a large presence in the Region. Independence Bluecross (as 
well as its affiliates) and Aetna Inc. are insurance companies that collectively employ 
over 10,000 workers in the Region. Vanguard, which is one of the largest mutual 
fund families in the country with $1.3 trillion in assets in 2009, maintains its 
headquarters in Valley Forge, employing approximately 9,000 workers. 



Professional and Business Sewlces 

The Professional and Business Services supersector accounted for the third largest share 
of the Region's employment at 15.0% in 2009. This supersector includes a broad range 
of service-providing sectors and subsectors, including the following: 

Professional, scientific, and technical services 
Management of companies and enterprises 
Administrative support, waste management, and remediation services 

Over the past 10 years, employment in the Professional and Business Services 
supersector in the Region has increased by 17,900 jobs at 0.4% average annual 
growth. However, employment growth was dramatically different within each of 
the three sectors, as shown in Table 8. 

Table 8 
PROFESSIONAL AND BUSINESS SERVICES SECTOR EMPLOYMENT TRENDS, 1999 - 2009 

Regional 
2009 Regionill average US. average 

employment Regional U.S. share 10-year annual annual 
in the share of of increase increase increase 

Sector Region supersector supersector (decrease) (decrease) (decrease) 

Professional, Sientific, and 
rechnical s e n i c e  ~06,100 51% 45% 19,600 1.0% 1.7% 

Management of Companies 
urd Enterprises 54,400 13% 11% 16,200 4.5% 0.5% 

Administrative Support and 
Waste Management Jg.@Q 3 2 %  l.z.%?Q 1 %  (0.8%) 

TotaVAverage 407,900 100% 1W% 17,900 0.4% 0.4% 

Source: U S  Department of Labor, Bureau of Labor Statistics, Currenl Employment Statistics Sumey, 2010 

While 17,900 jobs were added in the supersector, this growth was driven by overall 
gains in professional, scientific, and technical s e ~ c e s  and management of 
companies and enterprises, mitigating a net loss of 1.1% in the administrative 
support, waste management, and remediation services sector. The Region's ability 
to generate and attract workers for highly skilled positions corresponds to its strong 
base in these two sectors. However, it is important to note the slower growth of this 
sector compared with the U.S. average (1.0% to 1.7%, respectively) over the past 
decade. On the other hand, employment in management of companies and 
enterprises, despite its smaller share of supersector employment, experienced 4.5% 
growth during the same period. The Region's growth in this sector (4.5%) far 
outpaced growth in the sector in the United States (0.5%) over the same period. 



Other Services 
The Other Services supersector accounted for 4.4% of the Airport Service Region's 
employment in 2009, slightly higher than the supersector's national share of4.1%. 
This supersector includes a diverse mix of service industries, consisting of the - 
follow& subsectors: 

Repair and maintenance 
Personal and laundry services 
Religious, grant-making, civic, professional, and similar organizations 
Private households 

Providing various services primarily catering to individuals and households, these 
industries do not contribute to the base of Regional activity that drives economic 
growth, but rather are affected by the growth (or decline) of economic activity led by 
other supersectors, such as Education and Health Senrices. As the Region's 
economy has experienced overall growth in the past decade, so has this collection of 
service industries. In the 10-year period between 1999 and 2009, the total number of 
individuals employed in this supersector incrreased to a peak of 124,900 in 2005, 
followed by a gradual decrease to 119,000 jobs in 2009. 

Trade, Transportation, and Utilities 

The Trade, Transportation, and Utilities supersector accounted for 18.5% of the 
Airport Service Region's employment in 2009, the second largest percentage after 
Education and Health Services. It encompasses a broad range of industry sectors 
and subsectors, including wholesale trade, retail trade, and transportation and 
utilities. 

As shown in Table 9, in 2009, retail trade accounted for 57.4% of total employment in 
the supersector. Wholesale trade accounted for 24.8%, and transportation and 
utilities accounted for 17.8%. Employment in the supersector declined by 37,300 
jobs in the Region, with the majority of losses occurring in the retail trade subsector. 

Wholesale and Retail Trade. Wholesalers have historically been attracted to 
the Airport Service Region because of its strategic location, where 27 million people 
are located within a 100-mile radius, along with its multi-modal transportation 
network. Large wholesale operations headquartered in the Region include health 
care wholesaler ArnerisourceBergen and Airgas, the largest U.S. distributor of 
industrial, medical, and specialty gases and hardgoods. 



Table 9 
TRADE, TRANSPORTATION, AND UTlLmES EMPLOYMENT BY SUBSECTOR, 1999-2009 

Region's US. 
2009 Region's average average 

employment Region's US. sham 10-year annual annual 
in the share of of increase increase increase 

Sector Region supersector supersector (decrease) (decrease) (decrease) 

Transportation and utilities 89,100 17.8% 19.2% (4,600) (0.5%) (0.2%) 

Retail trade 287,400 57.4 58.3 (29,100) (0.8) (0.3) 

Wholesale trade 124.200 24.8 22.5 (0.0) (0.5) 

Source: US. Department of Labor, Bureau of Labor Statistics, Cuncnt Employni~~nf Stnfistics S I I ~ I ~ ,  2010. 

Over the past decade, wholesale trade has lost 3,600 jobs. Industrial leasing activity 
in 2009, shown in Table 10, reflects the impact of job and business loss on wholesaler 
and manufacturer space needs in the Region. A n  additional 5.1 million square feet of 
industrial space in the Region (not including Cecil County, Maryland or Salem 
County, New Jersey) became vacant during 2009, resulting in an overall vacancy 
rate of 12.9% in the Region, an increase from the 2008 overall vacancy rate of 10.3%. 

Table 10 
2009 INDUSTRIAL MARKET STATISTICS 

County, state 

Montgomery, Pennsylvania 
Philadelphia, Pennsylvania 
Bucks, Pennsylvania 
Burlington, New Jersey 
Gloucester, New Jersey 
Camden, New Jersey 
New Castle, Delaware 
Chester, Pennsylvania 
Delaware, Pennsylvania 

Inventory 
(square feet) 

32,669,168 
29,887,798 
27,003,861 
20,847,454 
15,945,037 
15,539,378 
12,579,853 
12,375,101 
11,722.762 

Vacancy 
rate 

9.5% 
8.7 

14.9 
16.2 
13.3 
22.2 
17.3 
7.9 

10.8 

TotalWeighted average 178,570,412 12.9% 

2009 Net 
vacant square 

footage 

(927,857) 

(268,836) 
(1,806,248) 

(978,560) 
490,534 

(988,275) 

(607,223) 
(203,781) 
153,339 

(5,136,907) 

Source: CB Richard Ellis Greater Philadelphia Industrial Market View, Fourth 
Quarter 2009; accessed via www.cbre.com/research in March 2010. 



The Region has numerous retail centers larger than one million square feet, 
including the 2.8-million-square-foot King of Pmssia Mall, the second largest mall in 
the country. According to Marcus and Millichap, a national provider of real estate 
research and brokerage services, the Region has added an average of 2.1 million 
square feet of space annually over the past 5 years. Larger additions have included 
the 400,000-square-foot Shoppes at Valley Square in Bucks County; the 745,000- 
square-foot Worthington Uptown Center in Chester County; and the 549,000-square- 
foot Philadelphia Premium Outlets in Montgomery County. Market trends suggest 
that the suburban Philadelphia retail real estate market may be overbuilt, as nearly 
one million square feet are under construction, even as retail tenants continue to 
reduce leaseholds as a result of decreased consumer expenditures. 

Transportation and Utilities. Transportation hubs located within the Region 
include the Airport, Amtrak's 30th Street station, and the Delaware River Port 
Complex. According to Arntrak, the 30th Street station was the third busiest station 
in its entire system in 2009, with 3.68 million hoardings. The station is a busy station 
along the Northeast Corridor, which runs from Boston to Washington, D.C. 

In addition to the national railroad transit options available in the Region, the 
Southeastern Pennsylvania Transportation Authority (SEPTA) operates regional rail, 
as well as high-speed rail, light rail, and trolley lines throughout the Philadelphia 
metropolitan region. SEPTA reports that it employed 9,200 individuals in 2009, and 
over 329 million passenger trips were generated. 

According to the Philadelphia Industrial Development Corporation, the Delaware 
River Port Complex is the largest freshwater port in the world, and the only port in 
the United States to be served by three major railroad carriers: Norfolk Southern, 
CSX, and Canadian Pacific. The complex is a source of employment in itself, and 
also provides the basis for employment growth in other businesses that rely on the 
rail system. Employment in the sector grew an average of 2% annually from 2001 
through 2008. In addition to planned capital improvements, the Delaware River 
Port Authority is examining additional transit opportunities along the Philadelphia 
waterfront. Construction recently began on the Port of Paulsboro in Gloucester 
County, New Jersey. This $247 million, 190-aae marine terminal is estimated to 
create 3,000 jobs, and is expected to begin operations within the next 3 years. 

Similarly, the Airport supports direct employment in this sector, as well as private 
sector employment near the Airport that relies on A q o r t  facilities. For example, 
UPS, one of the largest employers in the Region (11,500 employees), maintains a 
large distribution center adjacent to the Airport. 



Information 

The Information supersector includes the following industries: 

Publishing (e.g., newspapers, periodicals, books, and software) 
Motion picture and sound recording 
Broadcasting (e.g., radio, television, cable, and other subscription services) 
Telecommunications (e.g., wired, wireless, and satellite telecommunications) 
Data processing and hosting 
Other information services (e.g. news syndicates, libraries, archives, and 
web search engines) 

This supersector accounted for 2.0% of employment in the Airport Service Region 
versus 2.1% in the United States. Since the mid-1990~~ employment growth in this 
sector has been highly volatile both Regionally and nationally, with the highest 
annual growth rates occurring in 2000 (5.6% for the Region and 6.2% for the United 
States) and the largest losses peaking at 9.5% in the Region in 2004. Since a peak of 
71,500 jobs in the Region in 2000, Regional employment has declined 24% to 54,000 
jobs in 2009. The U.S. economy has experienced a similar decline (23%) since 2000. 

Despite such employment volatility, larger, more well-established businesses in the 
Region are performing well. Two of the largest employers in the Region include 
Verizon Communications (8,100 employees) and Comcast (13,000 employees), which 
is headquartered in Philadelphia and is the fourth largest employer in the Region. 
In early 2010, Comcast entered into an agreement to purchase NBC Universal. 
While the NBC Universal merger is not expected to directly add jobs in the 
Philadelphia Region, Comcast needs to fill over 100 positions in the Region. Other 
larger Information sector firms include software providers SunGard Data Systems 
(2,000 employees) and SAP AG (1,900 employees). 

Leisure and Hospitality 
The Leisure and Hospitality supersector is a small but growing component of the 
Region's economy. In 2009,218,500 individuals were employed in the supersector, 
accounting for 8.1% of the Region's total employment, and representing a net 
increase of almost 23,000 jobs since 2000. The supersector accounted for a slightly 
smaller share of the Region's employment than nationwide employment (10.0%). 

It is important to note that this supersector seems sensitive to current economic 
conditions, given that employment peaked in 2008, and declined rapidly in 2009 to a 
level not experienced since 2005. In 2009, this supersector lost 3.2% of its 
employment, or 7,200 jobs, which was slightly higher than the overall Regional 
average of 3.0% of jobs lost. 



The supersector includes the following subsectors: 

Arts, entertainment, and recreation (41,100 jobs in 2009) 
Accommodations and food services (177,400 jobs in 2009) 

Tourism in the Region drives a large portion of both subsectors, but a portion is also 
attributable to the local population. In 2008,30 million people visited Philadelphia 
and its inner suburbs, with 10.4 million of those people staying overnight. Large 
attractions to the Region include those related to Philadelphia's role in the American 
Revolution and the founding of the United States, as well as the convention and 
conference services that have become more successful in recent years. Table 11 lists 
the most popular tourist attractions in the Region in 2008, many of which are 
focused on the history of the Region.' In addition to existing attractions, several 
new historical attractions are planned in the Region. A new Museum of the 
American Revolution is planned for Philadelphia and has secured a site. In 
November 2010, the residence where both Presidents Washington and Adams lived 
during their terms in office will be opened to the public. 

In addition to history, other attractions, such as athletics, arts and culture, and 
gaming are gaining importance in drawing visitors to the area. A Major League 
Soccer stadium in Chester opened in June 2010. Along with Major League Soccer, 
Philadelphia is one of just a few cities with all four major professional sports 
(baseball, football, basketball, and hockey). Recent success of the Phillies (World 
Series Champions in 2008 and runners up in 2009), Eagles (playoff appearances in 
eight of the past ten years including a Super Bowl appearance in 2004), and Flyers 
(Stanley Cup finals in 2010) has made the teams a popular tourism attraction. 

Philadelphia's convention and conference facilities continue to serve as a major 
attraction for visitors. According to the Philadelphia Convention and Visitors 
Bureau, in 2008, almost 400,000 individuals attended conferences in Philadelphia, 
bringing $739.8 million to the local economy. A $700 million expansion to the 
Philadelphia Convention Center is expected to be completed in 2011, and some large 
groups are booking conferences as much as 5 years in advance. As mentioned 
previously, the importance of conferences and conventions is partially due to the 
large influence of the life sciences industry in the Region. Approximately 50% of all 
conventions in Philadelphia since 2000 have been life-sciences related. 

This listing, by the Philadelphia Business Journal, does not include attractions in Cecil 
County, Maryland. 
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Table 11 
TOP TOURIST ATIRACTIONS IN THE AIRPORT SERVICE REGION, 2008 

Name 

Independence National Historic Park 
Peddler's Village 
Valley Forge National Historic Park 
Delaware River Waterfront Corporation 
Philadelphia Zoo 
National Constitution Center 
The Franklin Institute 
Longwood Gardens 
Philadelphia Museum of Art 
Franklin Square 
Once upon a Nation/Histo ric Philadelphia 
Please Touch Museum 
Betsy Ross House 
Christ Church and Burial Ground 
Eastern State Penitentiary Historic Site 
The Academy of Natural Sciences 
Battleship New Jersey Museum and Memorial 
University of Pennsylvania Museum of Archaeology and Anthropology 
Constitutional Walking Tour of Philadelphia 
Pennsylvania Academy of the Fine Arts 
James A. Michener Art Museum 
Morris Arboretum of the University of Pennsylvania 
Brandywine River Museum 
Independence Seaport Museum 
National Liberty Museum 

Source: Philadelphia Business Jouml, 2010. 

Number 
of visitors 

While the Leisure and Hospitality supersector continues to expand in the overall 
Region's economy, it has not been immune to the current economic downturn. In 
the first half of 2009, revenue per available room in the Philadelphia Region 
decreased 16%. However, marketing professionals continue efforts to increase 
overnight stays and developers continue to see new opportunities for hotels in the 
Region. During 2010, two new hotels opened in Downtown Philadelphia, and many 
new hotels have opened in suburban Philadelphia. 

The number of international visitors to Philadelphia increased 29% from 2007 to 2008, 
suggesting that the City is evolving as an international destination. In 2009, many 
New York City hotels began decreasing their room rates to be competitive with those 



charged at Philadelphia hotels, also suggesting that managers of these hotels see 
Philadelphia as direct competition for visitors from beyond the Region. 

Manufacturing 

Manufacturing employment has been in decline in the Region, and in the nation as a 
whole, over the past few decades, and is not expected to be a future source of 
employment griwth in the Region. Since 1999,~~egional Manufacturing 
employment has declined an average of 4.0% annually, resulting in over 98,000 - - 
fewer jobs as of 2009. This pace is close to that of the nationwide rate of 3.7% 
employment decline over the same period. 

However, despite consistently declining employment and a smaller share of the 
Region's employment (7.2%) relative to its share of employment nationally (9.1%) 
manufacturing remains an important component of the Regional economy. Certain 
industries within the supersector are remaining strong because of their connections 
with the life sciences. 

The Region is home to some of the largest pharmaceutical and chemical 
manufacturers in the world, including DuPont, Johnson & Johnson, Merck, 
AstraZeneca, Wyeth (recently acquired by Pfizer), and Rohm & Haas. Industries in 
the therapeutics and devices category have a significant effect on the Regional 
economy (a multiplier effect) through the chain of goods and services required by 
these industries. For example, the manufacturing of a new drug requires research 
and development, clinical trials, and support from a broad range of industries, such 
as legal services and marketing. Therapeutics and devices industries, consisting of 
pharmaceuticals and medical device manufacturing, as well as biotechnology and 
life sciences research and development, accounted for over 56,000 jobs in the Region 
in 2007, nearly half (24,745) in Montgomery County, according to the 2009 Milken 
Institute report referenced earlier. Every job in the pharmaceutical industry is 
l iked to six jobs elsewhere in the Region. 

Along with life sciences-oriented activity, the Region also includes manufacturing 
operations for numerous stable, well established manufacturers, such as Boeing. 
Lockheed Martin, and General Electric. Despite overall employment loss, recent 
activity suggests that the sector is evolving and adapting to economic events. For 
example, in October 2009, Wilrnington's now vacant General Motors plant was 
acquired by Fisker Automotive, an electric car manufacturer. The plant, which will 
begin production in late 2012, is anticipated to create 2,000 jobs on site. 

Government 

The Region's 13.1% share of employment in the Government supersector in 2009 is 
smaller than the U.S. share of 17.2%, but Government remains a large, stable 
supersector in the Region's employment. The majority of employment in the 
Government supersector is at the local level (67.2% of total government employment 
in 2009). 



Despite the effects of the 2007-2009 recession, the number of individuals employed by 
local governments in the Region increased from 228,700 in 2000 to 239,500 in 2009, 
offsetting a decrease in federal employment. 

Construction and Mining 
As of 2009, the Construction and Mining supersector* accounted for 3.8% of the 
Regional economy, which is lower than the nationwide average of 5.1%. This 
supersector is highly sensitive to cyclical changes in the real estate market and 
overall economy. As such, construction's smaller role in the Regional economy in 
comparison with the national economy has helped contribute to the Region's 
slightly less severe job fluctuations resulting from economic expansion and 
contraction. 

Regional construction employment peaked at 131,000 jobs in 2006 before 
experiencing slight declines in 2007 (-2.4%) and 2008 (-3.3%), and a large decline in 
2009 (-16.0%). Since the 2006 peak, the Region has lost 20.8% of total construction 
employment, or 27,300 jobs. However, these declines are not as great as those 
experienced nationally. National construction job growth also peaked in 2006, 
followed by gradual declines in 2007 and 2008, with a large decline (-15.7%) in 2009. 
Since the 2006 peak, construction employment is down 21.5% nationwide. Beyond 
economic cyclicality, losses in construction employment have been exacerbated by 
the lack of financing available to real estate developers. 

According to the Philadelphia Federal Reserve's September Beige Book, surveys of 
nonresidential real estate contracts suggest that construction activity remained weak 
through the third quarter of 2010. However, on the residential side, home sales 
increased in March and April 2010 before declining in May with the expiration of the 
Federal income tax credit for home purchases. From May to September 2010, 
residential sales and home prices remained stable. In the longer term, construction 
of numerous planned and ongoing large-scale projects should help support the 
sector. 

In addition to construction activity that will be generated by new projects such as 
the two casinos approved for Philadelphia, many hospitals and universities in the 
Philadelphia Region are currently completing multi-year, multi-phase 
developments. Two of the largest employers in the Region, Children's Hospital of 
Philadelphia and the University of Pennsylvania, are completing or undergoing 
major expansions. Children's Hospital of Philadelphia dedicated a new 
700,000 square foot research facility in June 2010 and the University of Pennsylvania . 
is &rrentiy undergoing a $6.7 billion expansion. Phase I of the university of 
Pennsylvania's expansion is expected to be completed in 2010. Also, the Fox Chase 
cancer Center is undergoing a 20-~ear expansion that will cost an estimated 
$1 billion when completed. Thomas Jefferson University also announced in 

*Mining employment represents an insignificant share of the supersector. 
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February 2010 that it will begin a $60 million construction project that will add and 
improve several clinical and administrative facilities. 

Economic Outlook 

Economic and demographic trends suggest that the Airport Service Region will 
experience growth going forward because of its diverse economy driven by the 
Education and Health Services supersector. 

Although the Region has experienced the effects of the national recession across 
almost all industry sectors, it has outperformed the nation as well as many of the 
largest metropolitan areas in terms of employment growth. The Region's diverse 
economy and the strong presence of less cyclical sectors have created a less volatile, 
more stable pattern of economic expansion and contraction relative to other areas. 

Short-term indicators suggest that the local economy emerged from the depths of 
the recession in the first quarter of 2010 but continues to struggle. The Federal 
Reserve Bank  of Philadelphia's Business Outlook Survey for September* suggests that 
economic growth occurred through May 2010, but then slowed. In December 2009 
through May 2010, the number of local businesses reporting an increase in 
employment was higher than those reporting a decrease in employment. In 
June 2010, the opposite occurred. In July 2010 through September 2010, trends again 
reversed and more local business reported an increase in employment. While firms 
expect to increase employment over the next six months, the degree of confidence in 
the Regional economy slipped in the third quarter of 2010. 

'Federal Reserve Bank  of Philadelphia, Business Outlook Survey, September 2010, 
from http:l/www.phil.frb.or~resear&-and-data/re~ional~conom~~usiness- 
outlook-survey1 ; accessed September 28,2010. 
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As shown in Table 12, population and employment in the Region are forecast to 
increase by Woods & Poole Economics. Approximately 200,000 jobs will be added 
in the Region between 2009 and 2015, and that another 150,000 jobs will be added in 
the following 5 years (to 2020). The Region's population is also projected to increase 
by over 260,000 between 2010 and 2020. 

Table 12 
FORECAST GROWTH IN EMPLOYMENT BY SECTOR 

Industry Supersector 

Education and Health Services 
Trade, Transportation, and Utilities 
Professional and Business Services 
Government 
Leisure and Hospitality 
Financial Activities 
Manufacturing 
Construction and Mining 
Other Services 
Information 

Total 

2009 
Employment fa) 

552,000 
500,700 
407,900 
356,300 
218,500 
206,600 
194,800 
103,700 
119,100 

54.000 
2,713,600 

2015 
Employment 
forecast 01) 

611,600 
527,200 

442,500 
371,300 
237,800 
230,200 
191,800 
117,900 
127,700 

Azs!Q 
2,915,500 

Forecast 
increase 

(decrease) 

59,600 
26,500 

34,600 
15,000 
19,300 

W m '  
(3,000) 
14,200 

8,600 
3500 
201,900 

sector 
share of 
growth 

30% 
13 
17 
7 
10 
12 

(1) 
7 
4 
2 - 

100% 

(a) Source: US. Department of Labor, Bureau of Labor Statistics, Current Employment 
Statistics Survey, 2010. 

fb) Growth rates from Woods & Pwle Economics forecasts applied to U.S. Department of 
Labor, Bureau of Labor Statistics, Current Employment Statistics Survey, 2010. 



AIRPORT ROLE 

The seven largest U.S. passenger airlines all serve Philadelphia International 
Airport, providing service to destinations throughout the United States. Scheduled 
international service is provided by U.S. and foreign flag airlines to Canada, Europe, 
the Caribbean, and Latin America. AU of the large U.S. all-cargo airlines provide 
regular service to and from the Airport. 

Table 13 presents data on the numbers of passengers at the busiest U.S. airports 
ranked by total (enplaned plus deplaned) passengers. 

In common with nearly all major U.S. airports, passenger numbers at the Airport 
decreased between 2000 and 2002 as a result of the 2001 economic recession and the 
decrease in travel following the September 2001 terrorist attacks. However, the 
decrease at the Airport was much smaller than at most other airports as US Airways 
increased service at the Airport and, by 2003, passenger numbers at the Airport had 
surpassed 2000 numbers. 

Between 2004 and 2007, most airports recorded strong increases in passenger 
numbers. Growth at the Airport was larger than at most other airports during that 
period as Southwest Airlines initiated service at the Axport in 2004. Between 2007 
and 2009, passenger numbers at all but four of the top 30 airports decreased as the 
economic recession depressed travel demand and airlines reduced service. During 
that same period, the Axport experienced the eighth highest average annual change 
in passengers among the top 30 airports, demonstrating its resilience during the 
national recession. 

Table 14 presents data on the number of international passengers at the busiest 
U.S. international gateway airports. The increased importance of the Airport Service 
Region as a center for education, health, financial, and professional services and 
increased service by US Airways have led to strong growth in numbers of 
international passengers at the Airport. In 2009, the Airport was the eleventh largest 
international gateway to the United States up from fifteenth in 2000. In 2009, US 
Airways and its affiliates accounted for 83% of international passengers enplaned at 
the Airport. 

Table 15 presents data for the busiest U.S. airports on the numbers of originating 
passengers, i.e., passengers who began their air journeys at each airport rather than 
connected between flights. According to Airports Council International data, in 
calendar year 2009, the Airport ranked 18th in the nation in passengers, 9th in 
aircraft movements, and 14th in cargo tonnage. 



Table 13 
PASSENGERS AT BUSIEST U.S. AIRPORTS 

Average annual percent 
increase (decrease) 

Rank Total passengers (millions) fa) 2000- 2004- 2007- 
2W9 City (Airport) 2000 2W4 2007 2008 2W9 2004 - - - - - - . 

Atlanta 
Chicago (O'Hare) 
Los Angeles 
DdasiFort Worth 
Denver 

New York (Kennedy) 
Las Vegas 
Houston (Bush) 
Phoenix 
San Francisco 

Charlotte 
Miami 
Orlando (International) 
Newark 
Minneapolis-Saint Paul 

Detroit 
Seattle-Tacoma 
Philadelphia 
Boston 
Washington (Dulles) 

New York (LaGuardia) 
Fort Lauderdale 
Baltimore 
Salt Lake City 
Honolulu 

Washington (Regan) 
Chicago (Midway) 
San Diego 
Tampa 
Portland 

Average for airports listed 

fa) Enplaned and deplaned passengers (passengers in transit counted once) 

Source: Airports Counal International, Worldwide Airport Traffic Report, for years noted 



Table 14 
INTERNATIONAL PASSENGERS AT U.S. GATEWAY AIRPORTS 

Average annual percent 
2009 Enplaned passengers (thousands) increase (decrease) 
Rank City (airport) 2000 2004 2007 2008 2009 2000-2004 20042007 2007-2009 ----- 

1 New York (Kennedy) 
3 Miami 
2 Los Angeles 
5 Newark 
4 Chicago (O'Hare) 

6 Atlanta 
7 SanFranciscu 
8 Houston (Bush) 
9 Washington (Dulles) 

10 Dallas/Fort Worth 

11 Philadelphia 
13 Boston 
14 Honolulu 
18 Orlando (International) 
15 Fort Lauderdale 

12 Detroit 
16 Seattle-Tacoma 
19 olarlotte 
17 MinneapolisSaint Paul 
20 Las Vegas 

21 Denver 
22 Phoenix 
23 New York (LaGuardia) 
26 Portland 
25 Cincinnati 

27 Salt Lake City 
24 Orlando (Sanford) 
30 Tampa 
29 Memphis 
28 Baltimore 

4verage for airports listed 

Votes: Airports shown are top 30 U.S. airports, as ranked by numbers of lntemational enplaned passengers 
in 2009. Calculated percentages may not match those shown because of rounding. 

burce: U.S. Department of Transportation, T-100 database, rehieved from BACK Aviation, except City of 
Philadelphia, Division of Aviation for Philadelphia. 



Table 15 
BUSIEST U.S. AIRPORTS IN TERMS OF ORIGINATING PASSENGERS 

Fiscal Years ended June 30 

2009 Originating passengers (thousands) 
Rank Citv (airuort) 2005 2006 2007 2008 2009 

Los Angeles 
New York (Kennedy) 
Las Vegas 
Chicago (O'Hare) 
Orlando 

Atlanta 
San Frandxo 
Newark 
Denver 
Boston 

Seattle-Tacoma 
Phoenix ~ ~ 

Dallas/Fort Worth 
New York (LaGuardia) 
Fort Lauderdale 

Miami 
Philadelphia 
Detroit 
San Diego 
Houston (Bush) 

Tampa 
Baltimore 
Minneapolis-St. Paul 
Honolulu 
Washington (Reagan) 

Washington (DuUes) 
Portland 
Chicago (Midway) 
Salt Lake City 
Oakland 

Source: LeighFisher estimates based on U.S. Department of Transportation, Origin- 
Destination Survey of Airline Passenger Traffic, Domestic and International, and 
T-100 database, retrieved from BACK Aviation. 



Airport's Role as a Connecting Hub 

Table 16 presents data on airline service (measured by numbers of seats on 
scheduled airline aircraft departures) as scheduled for April 2010 at the Airport and 
selected other U.S. airports. Figure 7 presents the airline service data graphically for 
selected major connecting hub airports. Since the mid-1990s, US Airways and its 
regional airline affiliates operating as US Airways Express have concentrated service 
at Philadelphia International Airport, which, together with Charlotte Douglas 
International Airport, is one of the two primary connecting hubs in the US Airways 
system in the eastern United States. 

As discussed further in the section "Originating and Connecting Passengers," 
approximately 43% of passengers enplaned at the Airport in FY 2009 connected from 
other flights; of these connecting passengers, approximately 95% were enplaned on 
the flights of US Airways or US Airways Express. 

Competing connecting hub airports located near Philadelphia include Newark 
Liberty (Continental Airlines) and Washington Dulles (United Airlines). Air service 
at these and other airports is discussed further in the section "Competing Airports." 

Airport's Role in US Airways System 

Table 17 presents data on airline service provided by US Airways and its 
US Airways Express affiliates at the Airport and other important airports in the 
US Airways system. Figure 8 presents the data on scheduled seats graphically for 
selected airports. As shown in the table, between 2001 and 2010, US Airways 
decreased mainline service at Philadelphia and its other principal airports while 
increasing US Airways Express service at most of these airports. Historically, 
Pittsburgh International Airport was also a major connecting point in the 
US Airways system, but the airline has drastically reduced service since 2001. 

In September 2005, as part of its reorganization under Chapter 11 bankruptcy 
protection, US Airways merged with America West Airlines, and the two airlines 
have since consolidated their operations under the US Airways name. America 
West largely served the western United States and the post-merger US Airways now 
operates a connecting hub at Phoenix. America West operated a hub at Las Vegas, 
but reduced service at beginning in 2004. Philadelphia serves as US Airways' 
primary northeast connecting hub and the airlime's international gateway. 

Figure 9  resents data on scheduled airline seats at the US Airwavs hub airports and " 
highhghts the relatively high proportion of seats provided by airlines other than 
US Airwavs at Philadeluhia (31.5% in A~ril2010) comuared with Charlotte (11.0%). 
At rhoen&, airlines other than US ~ i r w ' a ~ s  (largely ~duthwest Airlines) 
54.1% of seats. 



Table 16 
AIRLINE SERVICE AT SELECTED AIRPORTS 

April 2010 

Average daily scheduled seats Largest airline 
City (Airport) International Domestic Total Airline Daily seats (a) Share 

Atlanta 
Chicago (O'Hare) 
Los Angeles 
Dallas/Fort Worth 
Denver 

New York (Kennedy) 
Phoenix 
Las Vegas 
Houston (Bush) 
San Francisco 

Charlotte 
Newark 
Orlando 
Miami 
Detroit 

Philadelphia 
Minneapolislst. Paul 
Boston 
Seattle-Tacoma 
New York (LaGuardia) 

Washington (Dull-) 
Baltimore 
Fort Lauderdale 
Washington (Reagan) 
Chicago (Midway) 

Salt Lake City 
Tampa 
San Diego 
Honolulu 
Portland 

St. Louis 
Oakland 
Kansas City 
Memphis 
sari Jose 

Cincinnati 
Pittsburgh 

148,320 Delta 
114,648 United 
99,488 United 

96,541 American 
84,976 United 

79,587 JetBlue 
69,966 US Airways 
66,155 Southwest 
64,649 Continental 
63,954 United 

63,497 US Airways 
61,900 Continental 
60,653 Southwest 
60,204 American 
55,968 Delta 

553% US Airways 
53,804 Delta 
50,305 JetBlue 
48,890 Alaska 
47,241 Delta 

41,434 United 
39,598 Southwest 
39,584 Spirit 
35,191 US Airways 
33,430 Southwest 

32.6% Delta 
31,461 Southwest 
29,083 Southwest 
28,416 Hawaiian 
22,198 Alaska 

21,801 Southwest 
18,655 Southwest 
18,488 Southwest 
18,116 Delta 
15,813 Southwest 

14,132 Delta 
13,909 US Airways 

Note: Rows may not add to totals shown because of rounding. 

fo) Includes regional airline a€filiates. 

Source: Offiaal Airline Guides, Inc., database rrtrieved from BACK Aviation, March 2010. 





Table 17 
US AIRWAYS SCHEDULED SERVICE AT ITS PRINCIPAL AIRPORTS 

City (airport) 

Charlotte 
Philadelphia 
Phoenix 
Washington (Reagan) 
New York (LaGuardia) 
Boston 
Pittsburgh 
Las Vegas 
Columbus 

Charlotte 
Philadelphia 
Phoenix 
Washington (Reagan) 
New York (LaGuardia) 
Boston 
Pittsburgh 
Las Vegas 
Columbus 

Charlotte 
Philadelphia 
Phoenix 
Washington (Reagan) 
New York (LaGuardia) 
Boston 
Pittsburgh 
Las Vegas 
Columbus 

Charlotte 
Philadelphia 
Phoenix 
Washington (Reagan) 
New York (LaGuardia) 
Boston 
Pittsburgh 
Las Vegas 
Columbus 

Average annual 
change 

April 2001 April 2004 April 2009 April 2010 2001-2010 

Daily scheduled departures: 
US Airways (mainline and Express) 

505 469 572 563 
410 381 423 426 
329 309 270 265 
179 171 176 177 
197 183 171 164 
166 101 89 84 
500 359 47 42 
91 119 70 37 
37 28 23 22 

Dailv scheduled deoartine seats: 
US k w a y s  (main& and kqxess) 

50,885 46,756 55,840 56,543 
42.541 38.524 36.426 38.296 

Dailv scheduled departing seats: 
. US Airways &aid& 

44.823 37.152 34.525 35.856 
37,793 30,460 21,004 23,115 
33,422 28,779 25,902 26,806 
9,962 6,385 5,404 4,912 
6,128 2,897 1,454 1,331 
6,575 5,495 3,967 3,683 

36,226 16,242 2,050 1,673 
12,731 15,034 9,571 3,864 
3,283 1,291 283 300 

Daily scheduled departing seats: 
US Airways Express 

6,062 9,604 21,314 20,687 
5,216 8,064 15,421 15,181 
3,403 6,146 6,082 5,339 
7,247 8,046 9,747 10,557 

10,831 8,920 9,630 8,978 
8,505 4,921 5,065 4,387 
7,038 9,369 2,000 1,968 

123 1,246 129 955 
1,375 869 1,457 1,397 

Note. In September 2005, America West and US Airways merged. Historical data are for America 
West and US Airways combined. 

Source: Official Airline Guides, Inc., database rehieved from BACK Aviation, March 2010. 



Source: cmdd Alms Quldas, hc., OnYm dstabase, raflared Match mo. 



Figure 9 

CHANGES I# AlRlJNE SEATS AT US AIRWAYS HUBS 
April 2001 and kprR 2010 

Oharlotts Philadelphia Phoenix 

US.&mayssrdU.S AimaysEwms 

In FY 2009, approxirnatdy 57% of enplaned passengers at Philadelphia originated 
their air journeys at the Airport, compared with 25% at Charlotte and 60% at 
Phoenix. 

Star Alliance 

h M y  2004, US Airways joined United Airlines in the Star Alliance network. 
~orei& flag airline mekbkrs of the alliance include Air Canada, Air China, Air 
~ e w & l & d ,  ANA, A s h a  Airlines, Austrian Airlines, EM, Egypt Air, LOT Polish 
Airlines, iLdthansa, SAS, Scandinavian Airlines, Shanghai Airways, Singapore 
Airlines, South African Airways, Spanair, Swiss, TAP Portugal, Thai Airlines 
International, and Turkish Airlines. Continental Airlines joined the Star Alliance in 
October 2009. The &ance provides for code-sharing, coordinated schedules, 
reciprocal frequent flyer programs, and other benefits. 



Table 18 presents data on scheduled international departures for US Airways and its 
Star Alliance partners at their U.S. gateway airports. As shown, an average of 
45 daily scheduled international departures was scheduled at the Airport in 
April 2010, compared with 71 departures at Chicago O'Hare and 45 departures at 
Washington Dulles, both of which are hubs for United, and 115 departures at 
Newark and 111 departures at Houston Bush Intercontinental, both of which are 
hubs for Continental. 

Proposed US Airways-Delta Slot Swap 

In August 2009, US Airways and Delta announced an agreement under which 
US Airways would have acquired 42 pairs of landing-takeoff slots at Washington 
National, allowing the airline to solidify its position at that airport, as well as rights 
to fly to Tokyo and Sao Paulo. In return, Delta would have acquired 125 pairs of 
landing-takeoff slots and 11 gates at New York LaGuardia. The agreement as 
proposed would have increased US Airway's share of slot interests at National from 
44% to 55% and Delta's share of slot interests at LaGuardia from 24% to 49%. In 
February 2010, the US. Department of Transportation ruled that, as a condition of 
its approval of the agreement, the two airlines must divest 14 slot pairs at National 
and 20 slot pairs at LaGuardia to rival airlines with little or no service at the airports. 
Following the ruling, US Airways and Delta proposed slot divestitures short of 
those specified in the Department's ruling. In May 2010, the Department reiterated 
its original ruling. In response, US Airways and Delta announced that they would 
not pursue the slot swap under the Department's terms and in August 2010 
appealed the ruling to the U.S. Court of Appeals on the grounds that the 
Department had exceeded its statutory authority in imposing the slot divestiture 
conditions. The appeal process is expected to take a year or more. 

COMPETING AIRPORTS 

The effective boundary of the region served by the Auport is defined by the 
availability of airline service at surrounding airports. The extent to which the 
Airport is successful in competing with these other airports for passengers depends, 
among other factors, on airline fares and air service frequency at the airports and 
surface travel times to and from the airports. 

Baltirnore/Washington International Thurgood Marshall (BWI) and Newark Liberty 
International airports offer levels of domestic airline service comparable to those at 
the Airport and are its primary competing airports. Figure 10 illustrates the natural 
"catchment" areas of the three airports as defined by approximate one-hour driving 
times from each. 



Table 18 
SCHEDULED INTERNATIONAL SERVICE AT STAR ALLIANCE GATEWAYS 

Number of Star 
Alliance Dartners 

All Star Alliance partners 2009 2010 

Newark 
Houston (Bush) 
Chicago (O'Hare) 
Philadelphia 
Washington (Dulles) 
San Francisco 
Los Angeles 
charlotte 
Denver 

Newark 
Houston (Bush) 
Chicago (O'Hare) 
Philadelphia 
Washington (Dulles) 
San Francisco 
Los Angeles 
charlotte 
Denver 

Newark 
Houston (Bush) 
Chicago (O'Hare) 
Philadelphia 
Washington (Dulles) 
San Frahcisco 
Los Angeles 
Charlotte 
Denver 

75 77 116 115 
68 85 115 111 
56 52 68 71 
34 46 45 45 
27 35 45 45 
33 29 40 40 
38 27 32 33 
15 26 33 33 
14 14 26 29 

US Airways 

-- -- -- - 
-- -- -- - 
- - -- -- 
27 39 39 39 
- - - -- 
-- - -- - 
- - - - 

12 23 30 30 
- - - - 

Other Star Alliance partners 

75 77 116 115 
68 85 115 111 
56 52 68 71 
7 7 5 6 

27 35 45 45 
33 29 10 40 
38 27 32 33 
3 3 3 3 

14 14 26 29 

Nok: Data for Los Angeles indude departures for America West 

Continental Airlines joined the Star Alliance in 2009. AU Star Alliance data includes Continental 
hlinnes. 

Source: Offiaal Airline Guides, Inc., database retrieved from BACK Aviation, March 2010. 
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Table 19 presents data on airline service at the Airport, BWI, Newark, and selected 
other airports in the northeast (as well as Charlotte and Pittsburgh). In April 2010, 
in terms of total scheduled seats, the A q o r t  was the fourth busiest of the airports 
listed, after New York Kennedy, Charlotte, and Newark. Kennedy, Newark, and 
Washington Dulles compete with the Airport as connecting hubs and international 
gateways. 

The airports sewing Allentown, Atlantic City, and Harrisburg are not significant 
competitors for most airline travel because relatively few scheduled airline seats are 
offered. 

Table 20 shows trends in average one-way domestic airfares for the same selected 
northeast airports. Year-to-year changes in airfares primarily reflect competition 
between specific airlines at the airports. For example, between FY 2004 and FY 2005, 
average airfares at Philadelphia decreased an average of 19.0% largely as a result of 
competition provided by Southwest Airlines; average airfares at Washington Dulles 
reflected competition provided by defunct Independence Air. Overall, between 
FY 2004 and FY 2009, airfares increased at most the airports shown but fell at the 
Aqort .  

In 1994, Southwest began service at BWI and has since increased service to become 
the busiest airline at BWI in terms of destinations served and numbers of enplaned 
passengers (displacing US Airways). 

In 2004, Southwest began service at Philadelphia with 14 daily departures, increased 
scheduled service to 65 daily departures as of April 2009, and reduced service to 
49 daily departures as of April 2010. Fare competition at the Airport among 
Southwest, US Airways, and other airlines between FY 2005 and FY 2007 resulted in 
reduced average airfares and increased air travel, both by passengers who otherwise 
would have used competing airports and by those who would not have traveled by 
air. In FY 2001, average airfares at the Airport were 51% higher than those at BWI; 
in FY 2005, the first full year of Southwest Airlines service, they were 11% higher. 
In FY 2008, average fares increased at the Airport and at most other airports 
nationwide, as airlines reacted to increased fuel prices and cut capacity. Average 
airfares decreased slightly at the Airport in FY 2009 as demand decreased due to the 
nationwide economic recession. 



Table 19 
AIRLINE SERVICE AT SELECTED NORTHEAST AIRPORTS 

April 2009 and April 2010 

Daily Daily Daily 
City (airport) deparhms seats Airline seats (a) Share 

New York (Kennedy) 
Charlotte 
Newark 
Philadelphia 
New York (LaGuardia) 
Washington (Ddes)  
Baltimore 
Washington (Reagan) 
Pittsburgh 
Harrisburg 
Atlantic City 
Allentown 

New York (Kennedy) 
Charlotte 
Newark 
Philadelphia 
New York (LaGuardia) 
Washington (Dulles) 
Baltimore 
Washington (Reagan) 
Pittsburgh 
Harrisburg 
Atlantic City 
Allentown 

79,587 JetBlue 
63,497 US Airways 
61,900 Continental 
55,896 US Airways 
47,241 Delta 
41,434 United 
39,598 Southwest 
35,191 US Airways 
13,909 US Airways 
2,320 US Airways 
2,222 Spirit 
1,345 US Airways 

April 2 w  

83,594 JetBlue 
62,861 US Airways 
64,300 Continental 
57,493 US Airways 
45,929 US Airways 
40,977 United 
38,099 Southwest 
35,222 US Airways 
14,255 US Airways 
2,369 US Airways 
1,716 Spirit 
1,143 US Airways 

Note: In September 2005, America West and US Airways merged. Historical data are 
for America West and US Airways combined. 

(a) Includes regional airline affiliates 

Source: Official Airline Guides, Inc., database retrieved from BACK Aviation, 
March 2010. 



Table 20 
AVERAGE ONE-WAY DOMESTIC AIRFARES AT SELECTED NORTHEAST AIRPORTS 

Fiscal Years ended June 30 

Average annual 
percent change 

FY 2004 FY 2005 FY2006 FY2007 FY2008 FY 2009 FY20MFY2009 city (Auport) 

NewYork(Kennedy) $151.25 $145.69 $164.10 $176.58 $189.22 $180.51 5.8% 
Newark 183.92 175.82 180.94 177.92 191.22 192.93 1.0 
New York (LaGuardia) 152.54 141.81 155.30 155.78 166.12 163.07 2.2 
Philadelphia 168.85 136.76 151.85 152.22 163.19 162.03 (0.8) 

Baltimore 126.62 122.75 129.59 131.28 139.00 141.26 2.4 
Washington (Reagan) 171.61 152.20 166.12 173.89 193.50 193.74 3.0 
Washington (Dulles) 200.16 154.03 172.27 182.79 200.07 202.41 (0.0) 
Charlotte 198.81 177.06 179.28 170.07 183.66 176.32 (2.0) 

Pittsburgh 164.82 154.97 156.20 143.93 151.94 149.64 (2.0) 
Harrisburg 182.24 183.46 219.34 215.76 216.04 199.94 4.3 
Atlantic City 103.39 110.25 124.91 114.19 105.01 84.84 0.4 
Allentown 192.91 178.80 203.39 182.16 178.55 171.51 (1.9) 

Note: Airfares are listed by their numbers of FY 2009 originating passengers. See Table 21. 

Source: US. Department of Transportation, Origin-Destinntion Suruey of Airline Passengers Trnfic, Domestic 
for years noted, retrieved from BACK Aviation. 

Figure 11 shows trends in airline passenger yields (revenues per passenger-mile) at 
the Airport for US Airways and other airlines. The figure illustrates how the "yield 
premium historically enjoyed by US Airways at the kirport has been reduced. In 
FY 2001, the average US Airways yield at the Airport was 27% higher than the 
average for the other airlines. In FY 2009, the average US Airways yield was slightly 
lower than the average for airlines (other than Southwest). In FY 2004, the first year 
of Southwest service, the average US Airways yield was 87% higher than 
Southwest's; in FY 2009, it was 16% higher. 



Figure 11 

TRENDS W DOMWTK: PASEMOER YELD ATTHE AIRPORT 
Fiscal Ysws ended June 30 

Table 21 shows trends in numbers of originating passengers at the Airport and ather 
aborts  and illustrates the effects of reductions in airfares on uassenger numbers. 
e.i, at Kennedy and Philadelphia, JetBlue and Southwest, resespeaiviy, provided 
inaeased service and fare competition. At the Airport in FY 2005, the bt full year 
of Southwest service, e,origin.a$lg passenger numL&s increased 24% as average- 
domestic airfares decreased 19%. Due it0 the 2007-2009 economic recession and 
reductions in Southwest senrice, originating passenger Ievels decked at the Airpozt 
in FY 2008 and FY 2009. 



Table 21 
ORlGlNAllNG PASSENGERS AT SELECTED NORTHEAST AIRPORTS 

Fiscal Years ended June 30 

Average annual " 
percent change 

City (Airport) FY2001 FY2003 FY2005 FY2007 FY2W8 M2009 FY2001-FY2W ------ 
New York (Kennedy) 
Newark 
New York (LaGuardia) 
Philadelphia 

Ballimore 
Washington (Reagan) 
Washington (Dulles) 
Charlotte 

Pittsburgh 2,250 3,450 4,500 4,140 4,450 4,050 7.6 
Harrisburg 460 510 670 560 620 610 3.6 
Atlantic City 280 350 510 460 5M) 530 8.3 
Allentown 400 290 490 390 420 380 (0.6) 

Source: highFisher estimates based on U.S. Department of Transportation, Origin-Destination Survqv of 
Airline Passenger Trafic, Domestic and international, and TI00 database, retrieved from BACK 
Aviation. 

AIRLINE SERVICE 

As of April 2010, the airlines serving the Airport provided nonstop scheduled flights 
from the Airport to 87 domestic cities and 35 international cities. Table 22 shows 
scheduled d&ly airline service at the Axport in terms of average daily aircraft 
departures and seats. As of April 2010,525 departures and 48,540 seats were 
scheduled daily from the A i m r t  to domestic destinations, with 66% of the seats 
provided on &e flights of ~ S ' ~ i r w a ~ s  and US Airways ~ x ~ r e s s .  To international 
destinations, an average of 49 departures and 7,356 seats were scheduled daily from 
the Airport, with 83%of the seati provided on the flights of US Airways and 
US Airways Express. 

Between April 2004 and April 2009, the number of daily scheduled seats to domestic 
destinations increased an annual average of 1.3% as US Airways and Southwest 
Airlines built up service. Aircraft departures increased at an average annual rate of 
2.7% as some flying was transferred from mainline to regional affiliate flights. The 
share of seats at the Airport flown domestically by regional affiliates increased from 
17% in April 2004 to 29% in April 2009. Between April 2009 and April 2010, US 
Airways slightly increased its mainliie and international service; all other types of 
service at the Airport have been reduced. 



Table 22 
SCHEDULED DOMESTIC AND INTERNATIONAL AIRLINE SERVICE 

Philadelphia International Airport 

Average annual 
April 2004 April 2009 April 2010 percent change 

Number Percent Number P e r m t  Number Percent 2004-2009 20W-2010 

Average daily departures 

Domestic Service 
Major airlines 

US Airways 
Other 

Regional affiliates 
US Airways Express 
Other 

Subtotal domestic 

International service 
US Ainvays 
Others 

Subtotal international 

Total 

Domestic Service 
Major airlines 

US Airways 
Other 

Regional affiliates 
US Airways Express 
Other 

Subtotal domestic 

International service 
US Airways 
Others 

Subtotal international 

Total 

Note: Columns may not add to totals shown because of rounding. 

In September 2005. America West and US Airways merged, Historical data are for America West and 
US Airways combined, except for 1996 data which are for US Airways only. 

Source: Official Airline Guides, Inc., database retrieved from BACK Aviation, March 2010. 



Domestic Airline Service 

Table 23 shows scheduled daily domestic airline service at the Amport by airline, in 
terms of aircraft departures and seats. Between April 2004 and April 2010, mainline 
service by US Airways (including America West) was reduced by 7,175 daily seats, 
offset by an increase of 6,868 daily seats by US A i i a y s  Express and an increase of 
6,712 daily seats by Southwest. The other airlines together reduced service by 
7,712 daily seats. 

Table 24 presents the top domestic passenger origin and destination markets (i.e., all 
markets accounting for 1% or more of Philadelphia originating passengers). The 
origin and destination pattern is illustrated on Figure 12. 

Table 24 also shows the number of average daily scheduled nonstop departures 
from the Airport by domestic destination. As scheduled for April 2010, all of the top 
origin-destination markets were provided with nonstop airline service. Of the 
29 cities listed, all have nonstop service by US Airways or US Airways Express and 
17 have nonstop service by Southwest. All but 5 of the 29 cities listed have nonstop 
service by 2 or more airlines. 

International Airline Service 

Table 25 lists scheduled international passenger service at the Airport. As of 
April 2010,344 weekly departures and 51,493 weekly seats were scheduled in 
international service. International seating capacity was on flights to Europe (54%) 
14 destinations), followed by the Caribbean and Latin America (30%, 
18 destinations), and Canada (16%, 3 destinations). 

International passenger service at the M o r t ,  particularly transatlantic, increases 
during the summer months. The number of seats scheduled in international service 
for July 2010 are approximately 12% greater than the number in April 2010. 



Table 23 
SCHEDULED DOMESTIC AIRLINE SERVICE BY AIRLINE 

Philadelphia International Airport 

A p d  2W4 April uX)9 April 2010 
Average Average Cihes Average Average Cities Average Average Cities 

daily daily served daily daily w e d  dailv dailv served 
Airlines departures seats nonstop deparmres seats -- -. 

US Ainvays 
America West in) 
US Airways Express 

Subtotal 

Southwest 

Delta (bj 
Delta affiliates fb) 
Northwest fbj 
Northwest affiliates fbJ 

Subtotal 

Amencan 
American affiliates 

Subtotal 

United 
United affiliates 

Subtotal 

AirTran 

Continental 
Continental affiliates 

Subtotal 

Midwest 
Midwest a f i a t e s  

Subtotal 

Frontier 

USA 3WO 

ATA 

Total 

Notes: Columns may not add to totals shown because of rounding. 

nonstop dep& sea& nonstop -- 

- 
Number of cities served nonstop are not additive because some aties are served by more than one airline. 

(aJ In September 2005, America West and US Ainvays merged. 
(b) In Oaober 2008 Delta and Northwest merged and in Derrmber 2009 the airlines began operating under a single operating 

cedficate. 

Source: Official Airline Guides, Inc., database rehiwed from BACK Aviation. March 2010. 



Table 24 
DOMESTIC ORIGIN-DESTINATION PAllERNS 

Philadelphia International Airport 
Fiscal Year ended June 30,2009 

Air miles Percent of Average daily scheduled nonstop departum 
~ ~ 

Origindestination from originating (April 2010) (a) 
market Philadelphia passengers US Airways Southwest Other airlines All airlines 

Orlando 
Chicago (b) 
Miami (0  
Los Angeles fd) 
Atlanta 

Tampa 
San Francisco (cJ 
Las Vegas 
Dallas ffJ 
Denver 

Raleigh-Durham 
Pittsburgh 
Houston (8) 
Phwnix 
West Palm Beach 

Manchester 
Providence 
Fort Myers 
San Juan 
Minneapolis/St. Paul 

San Diego 
St. Louis 
Columbus 
lacksonville 
Boston 

Nashville 
Detroit 
Seattle 
Charlotte 

Cities listed 
Other cities 

All cities 

)f rounding. fa) Figures may not sum to totals shown because I 

fb) O'Hare and Midway airports. 
fc) Miami and Fort Lauderdale aimorts. 
'd)  Los Angeles International, ~uriank,  Orange County, Long Beach, and Ontario airports. 
re) San Frandsm, Oakland and San Jose airports 
fl Dallas-Fort Worth airport and Love Field. 
!g) Bush Intercontinental and Hobby airports. 

%urces: Originating percentage: US. Department of Transportation, Origin-Destination Survey of Airline 
Passenger Trafic, Domestic, for FY 2009. 
Departures: Official Airline Guides, Inc., database retrieved from BACK Aviation, March 2010. 



Note: Data are tor titles w~th 1% or more 01 total i n b o d  and oulbodnd passengers m the schdulea 
fli@lts of the major and national a,rlines at PMsde(phia I n t e m a W  AirporL The wid81 of the line 
w m p d s  to me relativs sham 01 orlgirrdestinah passengers la each wmmunly. 

Source: US. Department of Transportation, Origin-Deslinntion Surwy of Airlore PaseW T&. L)omeslic. 
12 months ended June 30.2039 (see Table 24). 

Figure 12 

DOMESTIC ORIGIN-DESTINATION PATTERNS 
Philadelohia Internabma1 Aimart 



Table 25 
SCHEDULED INTERNATIONAL AIRLINE SERVICE BY DESTINATION 

Philadelphia International Airport 

April 2004 April 2W9 April 2010 
Weekly Weeklv Weekly Weeklv WeeHv Weeklv 

htemational destination Airline dep& depa& seats. depa&es seats. 

:uope 
Amsterdam 
B a d o n a  
h s s e l s  
Dublin 
Frankfurt 

London (Gatwick) 
London (Heathrow) 

Manchester 
MadIid 
Milan 
Munich 
Paris 

Rome 
TelAviv 
Zurich 

:=ribbean and Mexico 
Antigua 
Aruba 
Barbados 
h u d a  
Cancun 

C o r n e l  
Freeport 
Grand Cayman 
Grenada 
Montego Bay 

Nassau 
Rovidenciales 
h t a  Cana 

Santo Domingo 
San Jose 
St. Kitts 
St. Luda 
St. Maarten 

h a d a  
Montreal 

Ottlwa 
Toronto 

US Airways 
us Airways 

US &ayr 
US Airways 
US Airways 
Lufthansa 
US Airways 
US Airways 
British Airways 
us Airways 
US Airways 
US Airways 
US Airways 
US Airways 
Air FranceDelta 
US Airways 
US Airways 
US Airways 

US Airways 
US Airways 
US Airways 
US Ainvays 
US Ainvays 
USA 3000 
US Airways 
US Ainvays 
US Airways 
US Airways 
US Airways 
Air Jamaica 
US m a y s  
us Airways 
US Airways 
us4 3UM) 
US Airways 
US Airways 
US Airways 
US Ainvays 
US Ainvays 

US Airways 
Air Canada 
US Airways 
US Airways 
Air Canada 

Uote: Columns may not add to totals shown because of mwrding 

bum Official Airline Guides, Inc., database retrieved from BACU Aviation, March 2010. 



HISTORICAL AIRLINE TRAFFIC 

Enplaned Passengers 

Table 26 presents data on historical enplaned passengers at the Airport. From 
FY 1990 through FY 2001, the number of enplaned passengers increased at an 
average rate of 4.5% per year. In FY 2002, air service reductions following the 
September 2001 attacks and passenger anxieties about the possibility of further 
attacks reduced air travel demand. Travel demand was also depressed by the 
national economic recession in 2000-2001. Between FY 2002 and FY 2004, passenger 
traffic at the Airport recovered, largely as a result of increased numbers of 
passengers connecting between US Airways flights. The increase in passenger 
numbers in FY 2005 was the result of intense airfare competition and the buildup of 
service by Southwest and US Airways. The lower growth rates of increase since 
FY 2005 reflect cutbacks in capacity, particularly by US Airways, and increased 
airfares. 

Between FY 1996, when US Airways first began its buildup of the Airport as a major 
connecting hub, and FY 2008, domestic passenger numbers at the Airport increased 
an average of 4.2% per year and international passenger numbers increased an 
average of 10.0% per year. Domestic passenger numbers further increased between 
FY 2004 and FY 2008 with the expansion of Southwest Airlines service at the Airport 
and corresponding reductions in air fares. In FY 2009 and FY 2010, enplaned 
passenger numbers have decreased as a result of the economic recession and 
reduced seat capacity. 

As shown on Figure 13, between FY 1996 and FY 2008, the Airport's rate of increase 
in enplaned passengers outpaced the national average. Between FY 1996 and 
FY 2008, enplaned passengers at the Airport increased an average of 4.7% per year, 
compared with 2.1% for the nation as a whole. Between FY 2008 and FY 2009, 
enplaned passenger numbers at the Airport decreased by 4.3% compared with a 
7.9% decrease in enplaned passengers for the nation as a whole. Table 27 shows the 
increase in international passengers at the Airport by US Airways and other airlines. 
In FY 2009, US Airways accounted for 83% of international passengers at the 
Airport. 



Table 26 
HISTORICAL ENPLANED PASSENGERS 

Philadelphia International Airport 
Fiscal Years ended June 30 

Total increase 
Fiscal Year Domestic International Total (decrease) 

Average annual percent increase 
3.8% 13.5% 4.5% 
5.5 18.0 6.6 
1.8 3.5 2.1 

Source: City of Philadelphia, Division of Aviation 



Figure 13 

DOMESTIC ENPLANED PASSENGER TRENDS 
Philadelphia International Airport 

Fiscal Years ended June 30 

1998 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2OG9 

Fiscal Year 

S o m :  Philadelphia: CHy of PNWphia. Division of Aviation. 
United States: U.S. Depanment dTrenspwtaEion. 1-100 daia&se. 

resieved hum BACK Aviation. i 
Table 27 

INTERNATIONAL ENPLANED PASSENGERS 
Philadelphia International Airpod 

Fiscal Year ended June 30 

I Averacre annual - 
percent change 

FY 2003 M 2005 M2007 IT2008 IT2009 FY2010 M 2003-FY2010 
Scheduled service 

US Airways (n )  1,214,237 1,643,060 1,425,597 1,705,301 1,663,063 1,759,317 5.4% 
Other 376.556 414568 55&&$ 374,964 340.378 321.126 (2.2) 

Subtotal 1,590,793 2,057,628 1,964,250 2,080,261 2,003,441 2,080,443 3.9% 

Nonscheduled service 26.598 5.750 2.720 1.656 1.856 59 (58.2) 

Total 1,617,391 2,063,378 1,986,970 2,081,917 2,005,297 2,080,502 3.7% 

(a) Includes US Airways Express. America West merged with US Airways in September 2005. Historical 
data are for America West and US Airways combined. 

( Source: City of Philadelphia, Division of Aviation 



Originating and Connecting Passengers 

Table 28 shows the estimated distribution of enplaned passengers between those 
originating their air journeys at the A q o r t  andthose ~onnectkg between flights. 
Between FY 2003 and FY 2005, the number of connecting passengers increased 34.2% 
as Southwest Airlines introduced service and stimulate2 hr travel demand. During 
that same period, the number of connecting passengers increased 17.8% as 
US Airways increased service at the Airport and downsized its Pittsburgh hub. 
Since FY 2007, the number of connecting passengers has again increased even as the 
number of originating passengers has decreased. Between FY 2007 and FY 2009, the 
overall 3.1% decrease in the number of enplaned passengers was accounted for bv " 
an 11.7% increase in the number of connecting passengers offset by an 11.7% 
decrease in originating passengers. In FY 2009, an estimated 57.4% of all enplaned 
passengers were originating. 

Table 28 
ORIGINATING AND CONNECTING PASSENGERS 

Philadelphia International Airport 
Fiscal Years ended June 30 

Average annual 
prCa;t change 

Passengers N 2003 N 2005 N 2007 FY 2008 N 2009 N 2003-N 2009 

Originating 7,280,000 9,770,000 lO.OoO,M)O 9,530,000 8,820,030 2.8% 
Percent of total 60.0% 63.1% 63.1% 59.4% 57.4% 

Comecling 4,856,625 5,RO,!W 5,851,691 6,522,973 6,542,743 4.3% 
Percent of total 40.0% 36.9% 36.9% 40.6% 42.6% 

Enplaned 12,136,625 15,490,569 15,851,691 16,052,973 15,362,743 3.4% 

Sources: Enplaned passengers - City of Philadelphia, Division of Aviation 
Originating and connecting passenger distribution - LeighFffiher, estimated from 
U.S. Deparhnent of Transportation data. 

Airllne Shares of Passengers 

Table 29 presents historical airline shares of enplaned passengers at the Airport. 
US Airways and US Airways Express together enplaned approximately 9.8 million 
passengers (64% share) in FY 2009, compared with 8.7 million (68%) in FY 2001. In 
FY 2009, Southwest accounted for approximately 12% of enplaned passengers. 

Figures 14 and 15 show airline shares of enplaned and originating passengers, 
respectively. As shown, US Airways and US Airways Express in FY 2010 accounted 
for 67% of enplaned passengers. In FY 2009, they accounted for 41% of originating 
passengers. In FY 2009, Southwest accounted for 20% of originating passengers. 



Table 29 
AIRLINE SHARES OF ENPLANED PASSENGERS 

Philadelphia International Airport 
Fiscal Year ended June 30 

FY 2003 M 2007 FY 2W8 FY 2009 FY 2010 
Number Percent Number Percent Number Percent Number Percent Number Percent 

Dam-tic enplaned passengem 
Scheduled major 
US Airways ( n )  5,955,196 
Southwest .. 
Delta ibj 635,139 
American 747,764 
United 637,684 
AirTran 314,135 
ConMmtal 158,787 
Northwest Ib) 388,297 
Midwest Express 28,746 
Frontier - 
U5A 3000 - 
Other 149.068 

Subtotal 9,014,816 

Scheduled affiliates 
US Ainvavs Exorrss 1.306.026 , . . . 
Other 

Subtotal 1,482,897 

Nonscheduled 3 

Total domestic 
service 10,519,234 

International enplaned passengerr 
Scheduled 
US Ainvays 1,197,980 
US Airways Express 16.970 
British Airways 135,306 
Lufthansa 58.868 
Air Canada id  68.782 
DelWAir France 47,573 
Air Jamaica 47,158 
USA 30W 19.570 
Piedmont - 
Other - - 

Subtotal 1,592,207 

Nonscheduled -25.m 

Total international 

Total enplaned 
passengers 12,136,625 

Note: Percentages may not add to totals shown because of rounding 

(a) America West merged with US Airways ic September 2005. Data shown arc far America West and US Ainvays combined. 
(b)  In October 2008 Delta and Northwest merged and in December 20% the airlines began operating under a single operating 

certificate. 
(rj Lncludes passengers enplaned on both Air Canada and Air Canada Jazz for dl time periods. 

Source: City of Philadelphia, Division of Aviation 



Figure 14 

ENPLANED PASSENQER MdRKET SHARES 
Fiscal Years ended June 30 

RT POOI) 

Enplaned passengers: 12.1 million 

US. Always anc 
US. Airways Expn 

CI 4010 
Enplaned passengem: 15.2 million 

(a) America West meaed WMI U.S A i w  In SeptemDer 27305 M 2043 daUl am br America West 
and US. Almays ccmbmmd. 

Note: A m  d dr3es am to numbm 01 en- p a r v r n p  
Source: Cily d Phllsdslphia DMaion d A v W m .  

Figure 15 

ORlGlNdTlffi PASSENGER MARKET SHARES 
Fiscal Years ended June 30 

FT2003 
Originating passengers: 7.3 miYbn 

20.1% 

w2#19 
Originating passengers: 8.8 million 



Landed Weight 

Table 30 presents historical data on aircraft landed weight at the Airport. Between 
FY 1996 and FY 2010, landed weight increased an average of 1.9% per year. Table 31 
presents data on airline shares of landed weight. 

As was shown on Table 22, since N 2005, US Airways Express service has increased 
while US Airways mainline service has decreased. While the total number of seats 
has actually increased between N 2005 and FY 2010, the landed weight has steadily 
declined due to changes in aircraft fleet mix. 

Table 30 . - - . 
HISTORICAL LANDED WElGM 
Philadelphia International Airport 

Landed weight Annual increase 
Fiscal Year (1,000pound units) (decrease) 

Source: City of Philadelphia, Division of Aviation. 



Domestic service 
Scheduled major 

US Airways fa) 
Southwest 
Delta (b) 
American 
United 
AirTran 
Continental 
Midwest Express 
Frontier 
USA 3000 

Subtotal 

Scheduled affiliates 
US Ainvays Express 
Other 

Subtotal 

Nonscheduled domestic 

Total domestic service 

Table 31 
AIRLINE SHARES OF LANDED WEIGHT 

Philadelphia International Airport 
Fiscal Year ended June 30 

1,000-pound units 

FY 2003 FY 2007 FY 2008 FY 2009 M 2010 
Number Percent Number Percent Number Percent Number Percent Number Percent 



Table 31 (page 2 of 2) 
AIRLINE SHARES OF LANDED WEIGHT 
Philadelphia International Airport 
Fiscal Year ended June 30 
1,000-pound units 

FY 2003 FY 2007 FY 2008 FY 2009 FY 2010 
Number Percent Number Percent Number Percent Number Percent Number Percent 

International semce 
Scheduled 

US Airways 1,831,763 8.4% 2,286,744 9.3% 2,609,614 11.0% 2,478,569 10.9% 2,574,713 11.9% 
Other 819,400 3.7 721,204 2.9 726.628 3.1 823,442 3.6 799.255 3.7 

Subtotal 2,651,163 12.1% 3,007,948 12.2% 3,336,242 14.0% 3,302,011 14.5% 3,373,968 15.6% 

Nonscheduled 
international 37.718 0.2 11,137 0.0 7.272 0.0 5.413 0.0 1,685 0.0 

Total international service 2,688,881 12.3% 3,019,085 12.3% 3,343,514 14.0% 3,307,424 14.6% 3,375,653 15.6% 

Air cargo 2.746.782 12.50h 2,728.332 11.10h 2,705,249 11.40h 2,387,809 10.5"h 2,059,609 9.5% 
Total 21,895,738 100.0% 24,644,464 100.0% 23,823,664 100.0% 22,711,321 100.0% 21,654,771 100.0% 

Note: Percentages may not add to totals shown because of rounding. 

(n) America West merged with US Airways in September 2005. Data shown are for America West and US Airways combined. 
(b) In October 2008, Delta and Northwest merged and, in December 2009 the airlines began operating under a single operating certificate. 

Data shown for FY 2010 are for Delta and Northwest combined. 

Source: City of Philadelphia, Division of Aviation. 



Air Cargo 

As shown in Table 31, the all-cargo airlines serving the Airport accounted for 9.5% 
of Airport landed weight in FY 2010. Most cargo activity is accounted for by 
UPS Air Cargo, which operates its primary East Coast international gateway and a 
regional hub at the Airport. In FY 2009, a total of 933,351 tow of cargo (freight and 
mail) was enplaned and deplaned at the Airport. In 2009, the Airport was ranked 
the 14th busiest cargo airport in the nation, by tons of cargo enplaned and deplaned. 

KEY FACTORS AFFECTING FUTURE AIRLINE TRAFflC 

Besides the economy and demographics of the Philadelphia Airport Service Region, 
discussed in the earlier section "Airport Service Region," key factors that will affect 
airline traffic at Philadelphia International Airport include: 

Economic and political conditions 
Financial health of the airline industry 
Airline service and routes 
Airline competition and airfares 
Airline consolidation and alliances 
Availability and price of aviation fuel 
Aviation safety and security concerns 
Capacity of the national air traffic control system 
Capacity of the Airport 

Economic and Political Conditions 

Historically, airline passenger traffic nationwide has correlated closely with the state 
of the US. economy and levels of real disposable income. Recession in the U.S. 
economy in 2001 and stagnant economic conditions in 2002 contributed to reduced 
passenger numbers during those years. The recession that began in late 2007, 
combined with reduced discretionary income and increased airfares, contributed to 
reduced airline travel demand in 2008 and 2009. 

With the globalization of business and the increased importance of international 
trade and tourism, growth in the U.S. economy has become more closely tied to 
worldwide economic, political, and social conditions. As a result, international 
economics, trade balances, currency exchange rates, political relationships, and 
hostilities are important influences on passenger traffic at major U.S. airports. 
Sustained future increases both in domestic and international passenger traffic will 
depend on stable and peaceful international conditions and global economic growth. 



Financial Health of the Airline Industry 

The number of passengers using the Amport will depend partly on the profitability 
of the U.S. airline industrv and the associated abilitv of the industrv and individual 
airlines, particularly US &ays, to make the nece isq  investme& to continue 
providing service. 

The 1990-1991 recession, coupled with increased operating costs and security 
concerns during the Gulf War, generated then-record financial losses in the airline 
industry. Those losses put particular pressures on financially weak or highly 
indebted airlines, forcing many to seek bankruptcy protection, sell productive assets, 
lay off workers, reduce service, or discontinue operations in the early 1990s. 

Between 1995 and 2000, the airline industry as a whole was profitable, but as a result 
of the 2001 economic recession, the disruption of the airline industry that followed 
the September 2001 attacks, increased fuel and other operating costs, and price 
competition, the industry again experienced huge financial losses. In 2001 through 
2005, the major U.S. passenger airlines collectively recorded net losses of 
approximately $40 billion. 

To mitigate those losses, all of the major network airlines restructured their route 
networks and flight schedules and reached agreement with their employees, lessors, 
vendors, and creditors to cut costs, either under Chapter 11 bankruptcy protection or 
the possibilitv of such. As discussed later in this section, US Airways twice filed for 
bankruptcy Grotection, in August 2002 and September 2004. In ~ecember 2002, 
United filed for bankruptcy protection (emerged in February 2006). In 2003, - - -  
American avoided filing for bankruptcy prot&ion only aft& obtaining labor cost 
concessions from its employees and drastically reducing service at its St. Louis hub. 
In September 2005, Northwest filed for bankruptcy protection (emerged in May 
200n. In 2005, Delta eliminated its DallasEort Worth hub and began to downsize its 
~indnnat i  hub. In September 2005, Delta filed for bankruptcy (emerged in 
April 2007). Among smaller airlines, between 2003 and 2005, Hawaiian Airlines, 
ATA Airlines,  loh ha Airlines, and Independence Air filed for bankruptcy protection. 
(Of these airlines, only Hawaiian was still operating as of August 2010.) 

In 2006 and 2007, the U.S. passenger airline industry as a whole was profitable, but 
in 2008, as oil and aviation fuel prices increased to unprecedented levels, the 
industry experienced a profitability crisis. The industry responded by grounding 
older, less fuel-efficient aircraft, adopting fuel-saving operating practices, hedging 
fuel requirements, reducing scheduled seat capacity, eliminating unprofitable 
routes, laying off employees, reducing employee compensation, reducing other 
non-fuel expenses, increasing airfares, and imposing other fees and charges. The 
U.S. passenger airlines collectively reduced domestic capacity (as measured by 
available seat-miles) by approximately 10% in 2008 and a further 7% in 2009. 



In the fist half of 2010, the U.S. airline industry regained profitability on the strength 
of reduced capacity, increased airfares, record high load factors, and increased 
ancillary revenues. Sustained industry profitability will depend on both economic 
growth to support travel demand and continued capaaty discipline. Any resumption 
of losses could cause US. airlines to seek bankruptcy protection or liquidate. During 
March and April 2008, Aloha, ATA, and Skybus Airlines declared bankruptcy and 
ceased operations. In April 2008, Frontier Airlines filed for Chapter 11 bankruptcy 
protection, but continues to operate. Frontier emerged from bankruptcy in October 
2009 following its acquisition by Republic Airlines Holdings. In October 2009, 
American announced that it was closing its St. Louis hub. The liquidation of one or 
more of the large network airlines could drastically affect airline service at many 
connecting hub airports, present business opportunities for the remaining airlines, 
and change airline travel patterns throughout the U.S. aviation system. 

US Airways filed for Chapter 11 bankruptcy protection in August 2002 and emerged 
in March 2003. In early 2004, US Airways announced plans to lower and simplify 
fares, cut labor and other costs, and restructure its route network and flight 
operations to increase productivity but, after failure to achieve the sought cost 
savings, again filed for Chapter 11 protection in September 2004. 

In November 2004, US Airways drastically reduced senrice at its Pittsburgh hub, 
rationalized its aircraft fleet, reduced leasing costs, and ratified ameements with its " " 
pilots, flight attendants, mechanics, and other employee groups to reduce labor 
costs. In February 2005, the U.S. Pension Benefit Guaranty Corporation assumed 
responsibility forsthe pensions of many US Airways empioyees. In September 2005, 
US Airways successfully emerged from bankruptcy protection with a much 
improved cost structure and simultaneously merged with America West. 

Airline Service and Routes 

The Airport serves both as a gateway to the Airport Service Region and as a 
connecting hub. The number of origin and destination passengers depends on the 
intrinsic attractiveness of the ~ e ~ i o n  as a business and leisure destination and the 
propensity of its residents to travel. The number of connecting passengers, on the 
other hand, depends on the airline sewice provided at the Airport and at other 
airports. 

Most mainline airlines have developed hub-and-spoke systems of hubs that allow 
them to offer high-frequency service in many city-pair markets. Because most 
connecting passengers have a choice of airlines and intermediate airports, 
connecting traffic at an airport depends on the route networks and flight schedules 
of the airlines serving the airport and competing hub airports. 

As discussed in the section, "Airport's Role in US Airways System," the Auport is 
an important connecting hub for US Airways. As a result, much of the passenger 
traffic at the Airport results from the route network and flight schedules of 



US Airways rather than the economy of the A q o r t  Service Region. Lf US Airways 
were to reduce connecting service at the Auport, such flights would not necessarily 
be replaced by other airlines, although reductions in service by any airline would 
create business opportunities for others. The potential effects on passenger traffic of 
a drastic reduction in connecting airline service at the Airport are discussed in the 
section "Stress Test Forecast." 

Airline Competition and Airfares 

Airline fares have an important effect on passenger demand, particularly for relatively 
short trips for which the automobile and other travel modes are potential alternatives, 
and for price-sensitive "discretionary" travel. The price elastiaty of demand for airline 
travel increases in weak economic conditions when the disposable income of potential 
airline travelers is reduced. Airfares are influenced by airline capacity and yield 
management; passenger demand; airline market presence; labor, fuel, and other airline 
operating costs; taxes, fees, and other charges assessed by governmental and airport 
agencies; and competitive factors. Future passenger numbers, both nationwide and at 
the Airport, will depend in part on the level of airfares. 

Overcapacity in the industry, the ability of consumers to compare airfares and book 
flights easily via the Internet, and other competitive factors combined to reduce 
airfares between 2000 and 2005. During that period, the average domestic yield for 
U.S. airlines was reduced from 14.9 cents to 12.7 cents per passenger-mile. In 2006 
through 2008, as airlines reduced capaaty and were able to sustain fare increases, 
the average domestic yield increased to 14.7 cents. In 2009, yields decreased to 
13.5 cents, but in the first half of 2010, as travel demand increased while seat 
capaaty was reduced, the average domestic yield was 14.8 cents, approximately the 
same as in the first half of 2008. 

Airline Consolidation and Alliances 

In response to competitive pressures, the U.S. airline industry has consolidated. In 
April 2001, American completed an acquisition of failing Trans World Airlines. In 
August 2001, merger plans for United and US Airways were proposed but rejected 
by the U.S. Department of Transportation because of concerns about reduced airline 
competition. As previously discussed, in September 2005, US Airways and America 
West merged. In December 2009, Delta and Northwest completed their merger. In 
April 2010, United was in merger discussions with US Airways that have since been 
discontinued. 

In May 2010, United and Continental announced their intention to merge, thereby 
creati& the largest U.S. airline. In August 2010, the Department of ~us&e compieted 
its antitrust review and approved the merger. The stockholders of both companies 
approved the merger in &$ember 2010. The merger was finalized on ~c tober  1, 
2010, although integration of the two airlines' operations is expected to continue 
through 201 1. 



In September 2010, Southwest Airlines announced its intention to acquire AirTran. 
Completion of the proposed acquisition is subject to approvals by the Department of 
Justice, AirTran stockholders, and other regulatory agencies. Various other airline 
merger combinations have been rumored. Any such further airline consolidation 
could change airline service patterns, particularly at the connecting hub airports of 
the merging airlines. 

Alliances, joint ventures, and other marketing arrangements provide airlines with 
many of the advantages of mergers and all of the large U.S. network airlines are 
members of such alliances with foreign-flag airlines. Alliances typically involve 
marketing, code-sharing, and scheduling arrangements to facilitate the transfer of 
passengers between the airlines. Joint ventures involve even closer cooperation and 
sharing of costs and revenues on certain routes. As discussed in the earlier section 
"Star Alliance," in May 2004, US Airways joined the United-led Star Alliance. In 
October 2009, Continental left the Delta-led SkyTeam Alliance and joined the Star 
Alliance. 

Availability and Price of Aviation Fuel 

The price of aviation fuel is a critical and uncertain factor affecting airline operating 
economics. Fuel prices are particularly sensitive to worldwide political instability 
and economic uncertainty. Beginning in 2003, fuel prices increased as a result of the 
invasion and occupation of Iraq; political unrest in Nigeria and other oil-producing 
countries; the rapidly growing economies of China, India, and other developing 
countries; and other factors influencing the demand for and supply of oil. By 
mid-2008, average fuel prices were three times higher than they were in mid-2004 
and represented the largest item of airline operating expense, accounting for 
between 30% and 40% for most airlines. Increased prices have been an important 
contributor to recent airline industry losses. In the second half of 2008, fuel prices 
fell sharply as demand declined worldwide, but again increased in 2009 and 2010, 
partly as a result of a weakened U.S. dollar. 

Airline industry analysts hold differing views on how oil and aviation fuel prices 
may change in the near term. However, there is widespread agreement that he1 
prices are likely to remain high relative to historical levels and to increase over the 
long term as global energy demand increases in the face of finite and increasingly 
expensive oil supplies. 

Aviation fuel prices will continue to affect the ability of airlines to provide service, 
airfares, and passenger numbers. Airline operating economics will also be affected 
as regulatory costs are imposed on the airline industry as part of efforts to reduce 
aircraft emissions contributing to global climate change. 



Aviation Safety and Security Concerns 

Concerns about the safety of airline travel and the effectiveness of security 
precautions influence passenger travel behavior and airline travel demand. 
Anxieties about the safety of flying and the inconveniences and delays assodated 
with security screening procedures lead to both the avoidance of travel and the 
switching from air to surface modes of transportation for short trips. 

Safety concerns in the aftermath of the terrorist attacks in September 2001 were 
largely responsible for the steep decline in airline travel nationwide in 2002. Since 
2001, government agencies, airlines, and airport operators have upgraded security 
measures to guard against changing threats and maintain confidence in the safety of 
airline travel. These measures include strengthened aircraft cockpit doors, changed 
flight crew procedures, increased presence of armed sky marshals, federaIization of 
airport security functions under the Transportation Security Administration (TSA), 
more effective dissemination of information about threats, more intensive screening 
of passengers and baggage, and deployment of new screening technologies. 

Public health and safety concerns have also affected air travel demand from time to 
time. In 2003, concerns about the spread of severe acute respiratory syndrome (SARS) 
led public health agenaes to issue advisories against nonessential travel to certain 
regions of the world. In 2009, concerns about the spread of influenza caused by the 
HlNl  virus reduced certain international travel, particularly to and from Mexico and 
Asia. In April 2010, airspace and airports in much of Europe were closed for six days 
because of the threat to flight safety of the ash cloud from the eruption of Iceland's 
Eyjafjallajokull volcano. 

Historically, airline travel demand has recovered after temporary decreases 
stemming from terrorist attacks or threats, hija&gs, aircraft crashes, public health 
and safety concerns, and international hostilities. Provided that precautions by 
government agenaes, airlines, and airport operators serve to maintain confidence in 
the safety of commercial aviation without imposing unacceptable inconveniences for 
airline travelers, it can be expected that future demand for airline travel at the 
Airport will depend primarily on economic, not safety or security, factors. 

Capacity of the National Air Traffic Control System 

Demands on the national air traffic control system have, in the past, caused delays 
and overational restrictions affecting airline schedules and vasseneer traffic. The " " 
FAA is gradually implementing its Next Generation Air Transport System 
(NextGen) air traffic manaeement vromarns to modernize and automate the 

.d . " 
rmidance, and communications eauivment of the air traffic control svstem and " . . 
enhance the use of airspace and runways through improved air naGgation aids and 
procedures. After 2001, and again in 2008 and 2009, air traffic delays decreased as a 
;esult of reduced numbers of aircraft operations but, as air travel dimand increases 
in the future, flight delays and restrictions will recur. 



Capacity of the Airport 

In addition to any future constraints that may be imposed by the capacity of the 
national air traffic control and airport systems, future growth in airline traffic at 
Philadelphia International Airport will depend on the provision of increased 
capacity at the Airport itself. 

Recent and planned terminal projects, including the completion of Terminal F 
(38 regional airline aircraft gates in 2001), the completion of Terminal A-West 
(13 aircraft gates in 2003), the expansion of Terminal D (3 aircraft gates in 2003), and 
the expansion of Terminal E (net gain of 4 aircraft gates in 2010) provide the 
terminal capacity to allow near-term increases in airline service and passengers. 

In a report on the capacity needs of the national airspace system released by the 
FAA in May 2007, the Airport was identified as one of six US. airports that will 
need additional airfield capacity. Improvements being implemented to enhance 
airfield capacity in the near term include the construction of high-speed exit 
taxiways, the installation and use of upgraded navigational aids to allow the 
simultaneous use of Runways 8-26 and 9R-27L for aircraft arrivals in poor visibility, 
and the extension of Runway 17-35 (completed in 2009). To meet longer-term 
airfield capacity needs, a preferred alternative for the capital program was selected 
in April 2010 as part of an FAA process to prepare an Environmental Impact 
Statement (EIS) that calls for extending two runways, adding a third parallel east- 
west runway, and enlarging the existing terminal complex. 

FORECAST AIRLINE TRAFFIC 

Forecasts of airline traffic at the Auport through FY 2015 were developed taking into 
account analyses of the economic basis for airline traffic, trends in historical traffic, 
and key factors likely to affect future traffic, all as discussed in earlier sections. 
Forecasts recently prepared for the Airport Master Plan update and forecasts 
prepared by the FAA for the Airport were also taken into account. 

In developing the forecasts, it was assumed that, over the long term, airline traffic at 
the Airport will increase as a function of growth in the economy of the Airport 
Service Region and continued airline competition. It was assumed that airline 
service at the Airport will not be constrained by the availability of aviation fuel, 
limitations in the capacity of the air traffic control system or the Airport, charges for 
the use of aviation facilities, or government policies or actions that restrict growth. 

Two passenger forecasts were developed, a '%aseV forecast and a "stress test" 
forecast, as presented in Table 32 and Figure 16. 



Table 32 . -- . - - - 
AIRLINE TRAFFIC FORECASTS 
Philadelphia International Airport 
For Fiscal Years ending June 30 

The forecasts p resen td  in this table were prepared using the information and  assumptions given in  the accompanyinp. text. Inevitably, . . - - 
some of the assumptions used to develop the f o m a s h  will not bc realired and unanticipated went* and cmurnstanres may occur 
Therefore. there are likely to be differences between the forecast and actual results, and thaw differences may be rnatenal 
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The forecasts presented in this figure were prepared using the inforrna&m and assumptions iven in 
the accompanying text. Inevitably, some of the assumptions used to develop the forecasts wifnot be 
realized and unanticipated events and circumstances may occur. Therefore, there are likely lo  be 
diflerences between the forecast and actual resuhs, and those differences may be material. 

Agure 16 

HISTORICAL AND FORECAST ENPLANED PASSENGERS 
Philadelphia Intemdonal Airport 

Sources: Historical--City of Philadelphia, Diision of Aviation. 
Forecast-LeighFisher. August 2010. 

August 2010 



As noted in the section "Financial Health of the Airline Industry," beginningin mid- 
2008, as the severity of the national economic recession became clear, most US. 
airlines, among them US Airways, announced reductionsin capacity in response to 
lower passenger demand. US Airways reduced its system-wide seat-mile capacity 
1.0% in 2008 and 4.5% in 2009. In guidance to investors provided in October 2010, 
US Airways stated that, for 2010, it expects system-wide capacity to &up slightly 
(mainline capacity up approximately 1% and US Airways Express capacity down 
approximately 1%). 

In preparing the passenger forecast, it was assumed that the growth in the national 
economy seen in early 2010 will be sustained and that passenger numbers will 
increase gradually through the forecast period to FY 2015 on the basis of the 
following assumptions: 

1. The US. economy will experience sustained growth in gross domestic 
product averaging between 2.0% and 2.5% per year. 

2. The economy of the Airport Service Region will increase at a rate somewhat 
lower than that of the United States as a whole. 

3. The airlines serving the Airport will be financially viable and able to add 
the seat capaaty required to accommodate additional demand. 

4. Competition among airlines serving the Anport will ensure the continued 
availability of competitive airfares. 

5. A generally stable intemational political environment and enhanced 
passenger and baggage screening procedures will maintain' airline traveler 
confidence in aviation security without imposing unreasonable 
inconveniences. 

6. There will be no major disruption of airline service or travel behavior as a 
result of intemational hostilities or terrorist acts or threats. 

7. No significant competitive airline service will be provided at airports 
serving the Airport Service Region, such as those in Allentown, Atlantic 
City, and Harrisburg. 

8. The Airport will continue to be a major gateway and distribution center for 
W S  Air Cargo and landed weight by the all-cargo aircraft will increase in 
line with growth in the economy of the Airport Service Region. 

9. Improvements being implemented to enhance airspace and airfield capaaty 
will be effective in allowing delays to be kept to acceptable levels. 



Base Forecast 

For the base forecast, it was assumed that US Airways will continue to develop the 
Airport as a primary Northeast connecting hub and international gateway and 
gradually increase the number of destinations served and the frequency of flights 
from the Airport. Other mainline airlines were assumed to continue to provide 
competitive nonstop service in large travel markets. 

The number of enplaned passengers is forecast to increase from 15.2 million in 
FY 2010 to 17.2 million in FY 2015, an average increase of 2.5% per year. The 
percentage of enplaned passengers originating their journeys at the Airport is 
forecast to be 59.3% in FY 2015. 

The number of passengers forecast for FY 2015 is similar to the number forecast by 
the FAA in its December 2009 Terminal Area Forecast and near the middle of the 
range forecast for the Airport Master Plan (both approximately 18 million). 

Stress Test Forecast 

The stress test passenger forecast was developed to provide the basis to test the 
Auport's projected financial results under a scenario that could hypothetically arise 
either (1) if, following a merger between US Airways and another airline, the 
Purport's role in the combined airlines' route network were to be drastically reduced, 
or (2) following an unsuccessful merger attempt, US Airways were to be forced into 
bankruptcy and liquidation. For the purposes of this hypothetical stress test scenario, 
US Airways was assumed to dramatically reduce service at the Airport effective the 
beginning of FY 2012. Replacement service by other airlines was then assumed to be 
introduced over the two years FY 2012 and FY 2013. 

Specifically, it was assumed that: 

Other network airlines would gradually increase service to meet originating 
passenger demand, largely through their connecting hub airports, but no 
mainline airline would operate a Philadelphia connecting hub comparable 
to the US Airways operation. 

The Airport would continue to be a connecting point for regional flights, 
much as it was before the US Airways buildup in the mid-1990s, but the 
Purport's importance as a national connecting point would be much 
reduced. Long-haul service at the Airport would be reduced to a level 
commensurate with originating passenger demand. 

Low-fare airlines such as AirTran and Southwest would provide additional 
service in selected travel markets at competitive airfares, stimulating air 
travel demand. 



Some international routes to Europe and the Caribbean would be served by 
other US. flag airlines, but most international passenger traffic would be 
camed by foreign-flag airlines. 

In FY 2015, the number of originating passengers is forecast to be the same as in the 
base forecast, but the number of connecting passengers is forecast to be only 42.9% 
of the base forecast number. Overall, the number of enplaned passengers is forecast 
to be 76.770 of the base forecast number. The percentage of enplaned passengers 
originating their air journeys at the Airport in FY 2015 is forecast to be 
approximately 77.3% compared with 59.3% for the base forecast. 

Landed Weight 

For the base forecast, aircraft landed weight is forecast to increase from 21.7 million 
1,000-pound units in FY 2010 to 25.8 million 1,000-pound units in FY 2015. The 
forecast growth in landed weight is slightly higher than that for enplaned 
passengers, reflecting an assumed inaease in the average size of aircraft in use at the 
Airport. Corresponding assumptions were made for the stress test forecast, 
producing a forecast of 19.8 million 1,000-pound units in FY 2015. 

[REMAINDER OF THIS PAGE INTENTIONALLY LEET BLANK] 



FINANCIAL ANALYSIS 

FRAMEWORK FOR FINANCIAL OPERATIONS 

Philadelphia International Airport is owned by the City of Philadelphia and operated 
by the Division of Aviation as a self-supporting enterprise fund of the City under the 
direction of the Chief Executive Officer. The Airport, together with Northeast 
Philadelphia Airport, comprise the Airport System. The Airport is operated with a 
staff of approximately 1,100 City employees (including police and fire protection 
employees). Certain accounting, budgeting, bond financing, treasury, and other 
financial functions are accomplished through the City's Office of the Director of 
Finance. Airport funds are held in separate Division of Aviation accounts. 

General Ordinance 

The financial operations of the Airport System are governed by the provisions of the 
1995 Amended and Restated General Airport Revenue Bond Ordinance, as amended 
and supplemented (the General Ordinance). In Section 5.01 (the Rate Covenant) of 
the General Ordinance, the City covenants that it will impose rentals, charges, and 
fees as required to ensure that all operating and maintenance expenses and debt 
sewice requirements of the Airport System are met. The letter at the beginning of 
this report describes the provisions of the Rate Covenant. 

Through FY 2007, parking revenues and other revenues generated by or allocable to 
the Outside Terminal Area (OTA) cost center were excluded from Project Revenues. 
Effective July 1,2007, all such OTA revenues are pledged as Project Revenues. 
Accordingly, beginning in N 2008, all revenues generated by the OTA cost center 
are included in Project Revenues and all operating expenses and debt service 
requirements allocable to the OTA cost center are deducted in the calculation of net 
Amounts Available for Debt Service. 

Airline Agreement 

A long-term agreement between the City and the airlines serving the Airport 
expired at the end of FY 2006. During FY 2007, all airlines serving the Aiiort  
operated under the terms of a successor use and lease agreement (the Airline 
Agreement) with regard to the setting of rentals, fees, and charges. The new Airline 
Agreement became fully effective as of the beginning of FY 2008. Airlines 
accounting for substantially all the landed weight at the Airport (the Signatory 
Airlines) have executed the Airline Agreement. 

The Airline Agreement establishes a cost center approach for calculating and 
adjusting Signatory Airline rentals, fees, and charges for the occupancy and use of 
Airport facilities, as described in the later section "Airline Revenues." The procedures 
for the annual adjustment of rentals, fees, and charges established by the Airline 
Agreement are such as to ensure continued compliance with the Rate Covenant. 



The Airline Agreement extends through FY 2011. For the forecasts in this report, it 
was assumed that the provisions of the Airline Agreement regarding the setting of 
airline rentals, fees, and charges will remain in effect through the forecast period 
ending FY 2015. 

PLANNED 2010 PROJECT 

Exhibit A summarizes the elements of the 2010 Project and their estimated costs and 
funding sources. As shown, the City plans to finance the 2010 Project with the 
proceeds of the 2010A Bonds as well as federal grants and other City funds. 

The elements of the 2010 Project are described in the following sections. 

Terminal F Expansion and Renovation 

Terminal F, which accommodates the operations of US Airways Express, will be 
expanded and renovated to provide additional facilities for the processing of 
passengers and baggage and airline operations. The project will entail the 
reconfiguration of the terminal and the addition of approximately 68,000 square feet 
of space to the existing 205,000 square feet. The elements of the project, which 
continue to be evaluated, are: 

A new baggage claim building at the arrivals roadway providing two claim 
devices to replace the two existing facilities in the terminal at the departures 
roadway. 

Enlarged passenger holdrooms and concession areas in the airside area of 
the terminal. 

Comdor linking the airside areas of Terminals F and E to allow passengers 
to move between all Airport terminals without having to leave the secure 
areas and be rescreened. 

Redesigned security checkpoint that has additional screening capacity and 
current technology. 

Infrastructure to meet associated increased needs for heating. air 
conditioning, electrical power, and other utilities. 

The design of these improvements was financed with the proceeds of the City's 
Airport Revenue Bonds, Series 2007 (the 2007 Bonds). 

Planned completion: 2013 



Terminal Improvements 

Various projects will be undertaken to renovate and update terminal space and 
facilities including replacement and refurbishment of loading bridges, improvements 
to the terminal concessions program, and upgrades to the terminal signage. 

Planned completion: 2012-2013 

Terminals B-C Expansion Design 

Terminals B and C, which accommodate US Airways domestic mainline operations, 
will be renovated and expanded to provide additional facilities for the processing of 
passengers and baggage and airline operations. Additional terminal facilities would 
be developed over the Airport's entrance roadway system in a configuration similar 
to Terminal A-West. The 2010 Project includes only the design of these 
improvements. 

Planned completion: 2013 

Eastslde and Westside Taxiways 

New taxiways and taxiway connectors will be designed and constructed and 
existing taxiways will be extended. The taxiways will expedite aircraft movement 
between the terminal complex and the runways in east and west flow operations, as 
well as improving access to the cargo aprons and deicing facility. The 2010 Project 
indudes only design of the eastside taxiways and both design and construction of 
the westside taxiways. Construction of the eastside taxiways is planned to be part of 
the 2011 Project, as described later in this report. 

Planned westside taxiways completion: 2013 
Plannned eastside taxiways design completion: 2012 

Runway 9L-27R Resurfacing and Navaids 

Runway 9L-27R and adjacent taxiways will be resurfaced and associated lighting 
systems will be upgraded. Approach and touchdown lighting systems and other air 
navigation aids (navaids) serving Runway 9L-27R will be upgraded to allow 
Category II/III operations. These upgrades will make Runway 9L-27R the second 
runway at the Airport with Category II/III capability and provide increased landing 
capacity during adverse weatherconditions. 

Planned completion: 2013 

Airport Maintenance Facility 

An Airport maintenance facility will be designed and constructed to consolidate 
vehicle and equipment maintenance buildings, fueling stations, and vehicle storage 
facilities now located at several sites. The 2010 Project includes only the design and 



first phase of construction of the Airport maintenance facility. The second phase is 
planned to be part of the 2011 Project, as described later in this Report 

Planned completion: 2012 

Central Utility Plan Upgrades 

Boilers and chillers in the Airport's central utility plant will also be replaced or 
upgraded with more efficient equipment, resulting in lower energy costs. 

Planned completion: 2013 

Infrastructure Improvement Program 

Various construction and planning projects will be undertaken to renew and replace 
Airport infrastructure and facilities. 

Planned completion: 2011-2013 

PLANNED 201 1 PROJECT 

As described earlier, the City expects to construct both the eastside taxiways project 
and the second phase of construction of the Airport maintenance facility project as 
part of the 2011 Project. As shown on Exhibit A, the City plans to finance these 
projects with the proceeds of the 2011A Bonds. 

In addition, two parcels of land immediately west of and adjacent to the Anport are 
planned to be acquired to provide land for the development or relocation of aviation 
support facilities and accommodate future Airport traffic. As shown on Exhibit A, 
the City plans to finance the land acquisitions with the proceeds of the 20118 Bonds. 

FUTURE PROJECTS 

The longer-tern capital program for the Airport is being refined and updated as part 
of the Master Plan and National Environmental Policy Ad processes. In 
August 2010, the FAA published a Final Environmental Impact Statement that 
selected a preferred alternative for the longer-term capital program that calls for 
extending two runways, adding a third parallel east-west runway, and enlarging the 
existing terminal complex. 

The funding of this longer-term capital program will require the issuance of 
additional Bonds. The City expects that most of the debt sewice requirements of 
such future Bonds will not be payable from Airport revenues until after the forecast 
period covered by this report. Accordingly, no debt service requirements are 
included in the forecasts beyond those estimated for the proposed 2010 Bonds and 
planned 2011 Bonds. 



NON-BOND SOURCES OF FUNDS 

Passenger Facility Charge Revenues 

The City has, since September 1992, been authorized by the Federal Aviation 
Administration (FAA) to impose a PFC on eligible passengers enplaned at the 
Amport and to use PFC revenues to pay the costs of various FAA-approved projects. 
The PFC was initially $3.00 per passenger and, effective April 2001, was increased to 
$4.50 per passenger. The City has authority from the FAA to impose the PFC 
through April 2018, and to collect PFC revenues, inclusive of investment earnings, of 
approximately $1.4 billion. 

As described in the letter at the beginning of this report, the City is authorized to use 
PFC revenues to pay a portion of the debt service requirements of certain Bonds and 
has pledged or may pledge PFC revenues equal to 100% of the annual amount of 
PFC-eligible debt senrice on such Bonds, subject to the limitation that in no year may 
the amount pledged exceed the lesser of (1) 70% of PFC revenues received by the 
City in such year, or (2) 75% of total debt service on the 1998B Bond, 2001A Bond, 
and Refunding 2010D Bonds in such year. 

Through June 30,2010, PFC revenues received by the City, including investment 
earnings, totaled $803.4 million, of which $747.6 million had been expended on 
project and financing costs for approved projects. No PFC revenues are expected to 
be used for the payment of 2010 Project costs. 

The City receives federal grants-in-aid for Airport and PNE capital projects under the 
FAA's Airport Improvement Program (AIP). The amounts of AIP entitlement grants 
are calculated as a function of the number of passengers and amount of cargo 
enplaned at the Airport. AIP discretionary grants are awarded for specific projects at 
the discretion of the FAA. 

In FY 2009 through the AIP program, the City received $4.7 million in passenger 
entitlement grants, $2.1 million in cargo entitlement grants, and $23.2 million in 
discretionary grants, for a total of $30.0 million. The City also received funding 
through the American Recovery and Reinvestment Act, as administered by FAA, in 
FY 2009 totaling $32.3 million. A total of $13.5 million in AIP funding has been 
obtained or requested in FY 2010. 

For the estimated AIP grants shown in Exhibit A for the 2010 Project, it was assumed 
that AIP entitlement amounts will continue to be determined using the current 
calculation methodology and that additional AIP discretionary funding will be 
received. As shown, the City estimates that it will receive a total of $58.5 million in 
AIF grant funding for certain elements of the 2010 Project, specifically taxiway and 
Runway 9L-27R resurfacing projects. 



If such AIF grants are not received in the amounts assumed, the City would use 
Airport discretionary funds, defer projects, or issue additional Bonds. 

In recent years, the City has also received airport improvement grants from the 
Pennsylvania Department of Transportation (PennDOT). No PennDOT grants are 
expected to be available for payment of 2010 Project costs. 

REVENUE BOND FINANCING 

Exhibit B presents a summary of the estimated sources and uses of funds for the 
proposed 2010A Bonds and planned 2011 Bonds as provided by Bank of America 
Memll Lynch, the City's underwriter. 

Proposed 2010A New Money Bonds 

The 2010A Bonds are assumed to be issued as fixed-rate, tax-exempt Bonds, with the 
proceeds used to pay 2010 Project costs as shown in Exhibit A. The estimated 
sources of funds are the proceeds from the sale of the 2010A Bonds. For the 
purposes of this report, no investment earnings during construction on amounts in 
the Construction Fund was assumed. Interest was assumed to be earned at a rate of 
0.25% on the Sinking Fund. 

The estimated uses of funds are (1) payment or reimbursement of 2010 Project costs, 
(2) a deposit to the Sinking Fund Reserve Account, (3) a deposit to the Sinking Fund 
to Dav interest on the 2010A Bonds durine construction (capitalized interest). and . , " - .  
(4) payment of underwriters' discount, financing, legal, and other issuance expenses. 
Interest was assumed to be capitalized for the elements of the 2010 Project through - 
the construction dates noted & the earlier section "2010 Project." 

Proposed 2010 Refunding Bonds 

The 20108 Refunding Bonds, 2010C Refunding Bonds, and 2010D Refunding Bonds 
may be issued to effect a current refunding of some or all maturities of the 1997A 
~ o i d s ,  the 1998A Bonds, and the 1998B ~ & d ,  respectively. The 2010 Refunding 
Bonds would be issued only if annual debt sewice payments are reduced in 
accordance with the City's debt policy. 

The estimated sources of funds for the planned 2010 refunding program are (1) the 
proceeds from the sale of the 2010 Refunding Bonds inclusive of any reoffering 
premiums and (2) the release of Sinking Fund Reserve amounts. The estimated uses 
of funds are (1) refunding escrow fund deposits, (2) Sinking Fund Reserve deposits, 
and (3) payment of underwriters' discount, financing, legal, and other issuance 
expenses. 

Planned 201 1 Bonds 

The planned 2011A Bonds are assumed to be issued as fixed-rate, tax-exempt Bonds 
and the planned 2011B Bonds are assumed to be issued as fixed-rate, taxable Bonds, 



with the proceeds used to pay 2011 Project costs as shown in Exhibit A. The 
estimated sources of funds are the proceeds from the sale of the 2011 Bonds. For the 
purposes of this report, no investment earnings during construction on amounts in 
the Construction Fund were assumed. Interest was assumed to be earned at a rate of 
0.25% on the Sinking Fund. 

The estimated uses of funds are (1) payment of planned 2011 Project costs, (2) a 
deposit to the Sinking Fund Reserve Account, (3) a deposit to the Sinking Fund to 
pay interest on the 2011A Bonds during construction (capitalized interest), and 
(4) payment of underwriters' discount, financing, legal, and other issuance expenses. 
Interest was assumed to be capitalized for the elements of the planned 2011 Project 
through the construction period. 

DEBT SERVICE REQUIREMENTS 

Exhibit C presents historical and forecast debt service requirements of Airport 
Revenue Bonds. Financing assumptions for the proposed 2010A Bonds and 2010 
Refunding Bonds, as provided by Bank of America Memll Lynch, the City's 
underwriter, are summarized as follows: 

20108 Refunding 2010C Refunding 2010D Refunding 
2010A Bonds Bonds Bonds Bonds 

Interest rate: 5.07% 2.56% 3.89% 4.90% 
Term: 30 years 5 years 8 years 18 years 

The 2010A Bonds and 2010 Refunding Bonds were assumed to be issued at fixed 
interest rates. 

HISTORICAL FINANCIAL STATEMENTS 

Table 33 presents a summary of historical revenues and expenses for the Airport 
System. The Division of Aviation's accounts are maintained, in accordance with the 
requirements of the General Ordinance and the Airline Agreement, on an accrual 
basis and recognize as expenses (1) principal and sinking fund payments on w o r t  
Revenue Bonds and (2) equipment purchases and other capital outlays funded from 
operating funds. The statements reconcile to the basic finanaal statements con- 
tained in the City's Comprehensive Annual Financial Report, which are prepared on 
the basis of generally accepted accounting principles and are audited by the Office 
of the City Controller. 



Table 33 
STATEMENT OF HISTORICAL REVENUES AND EXPENSES 

Philadelphia International Airport 
For Fiscal Years ended June 30 

Prior yeafs credit to Signatory Airlines 
Airline Revenue h a t i o n  
Airline rentals, fees, and charges 

Landing Fees 
Terminal space rentals 
Ramp Area rentals 
International and charter airline charges 

Nonairline revenues 
Terminal Building 
Outside Terminal Area 
Airfield Area 
Other Buildings and Areas 
Northeast Philadelphia Airport 
Ramp Area 
Administration 

Less: Airline Revenue Allocation 
Less: Signatory Airlines revenues deferred to 

subsequent year 
Total Project Revenues 

Airport System expenses 
Division of Aviation operating expenses 
Interdepartmental charges 

Debt senrice 
Anport Revenue Bonds 
Less: PFC revenues 
Less: interest income credit 
General Obligation Bonds 

Total Airport System expenses 

Excess of revenues over expenses 

Disposition of excess revenues (defiat) 
Deposit to OBM Account 
Transfer to Discretionary Amount (OTA net revenues) 

Source: City of Philadelphia, Division of Aviation. 



OPERATING EXPENSES 

Exhibit D presents historical and forecast operating expenses (Division of Aviation 
operating expenses and interdepartmental charges). Division of Aviation operating 
expenses allocable to Project cost centers are defined in the General Ordinance as 
Net Operating Expenses. Division of Aviation operating expenses and interdepar- 
tmental charges allocable to Project cost centers are together defined in the General 
Ordinance as Operating Expenses. Exhibit D presents the allocation of operating 
expenses to Project cost centers and City cost centers for FY 2007. Beginning in 
M 2008, with the redefinition of the OTA cost center as a Project cost center, 
Operating Expenses comprise all operating expenses of the Amport. 

Individual components of Avport Operating Expenses were forecast taking into 
account actual FY 2009 and estimated FY 2010 expenses; assumed increases in unit 
costs as a result of inflation; forecast aircraft and passenger activity; planned facility 
development; and other assumptions about Airport operations. The unit costs of 
most salaries, wages, fringe benefits, materials, supplies, and s e ~ c e s  were assumed 
to increase an average of 2.5% per year. 

PROJECT REVENUES 

Exhibit E presents historical and forecast Project Revenues and other Airport System 
revenues. Under the provisions of the General Ordinance, all Project Revenues 
remaining after the payment of Net Operating Expenses are to be available to pay 
debt service on outstanding Airport Revenue Bonds. 

Project Revenues comprise (1) rentals, fees, and charges paid by the Signatory Airlines 
and international and charter airlines (referred to as airline revenues) and (2) terminal 
building concession fees, space rentals, and other payments from Airport tenants and 
users other than the Signatory Airlines (referred to as nonairline revenues). In 
FY 2009, airline revenues (excluding amounts credited to account for an excess of 
actual over required payments) totaled $153.0 million, 59% of Project Revenues. 
Nonairline revenues totaled $106.1 million, 41% of Project Revenues. 

Individual components of Project Revenues shown in Exhibit E were forecast taking 
into account historical, estimated, and budgeted FY 2011 revenues; the provisions of 
the Airline Agreement; and the provisions of various leases and agreements 
between the City and other Airport tenants and users. Revenues from sources 
related to passengers, such as concession revenues, were forecast to increase as a " .  
function of forecast increases in enplaned passengers and allowances for price 
inflation, assumed at 2.5% per year. Interest income was forecast assuming an . , .., 
interest rate of 2.0%. 

n-loo 



AIRLINE REVENUES 

The Airline Agreement establishes a cost center approach for calculating and 
adjusting airline rentals, fees, and charges for the use of Airport facilities. Cost 
centers directly supported by airline rentals, fees, and charges are as follows: 

Project cost center Airline rentals, fees, and charges 

Terminal Building Terminal Building Rentals and 
International Common Use Area Fees 

Ramp Area Ramp Area rentals 
Airfield Area Landing fees 
Other Buildings and Areas Landing fees 
Northeast Philadelphia Airport Landing fees 

Terminal Building Space Rentals and International Common Use Area Fees 

Exhibit E-1 presents the calculation of required Signatory Airline revenue in the 
Terminal Building cost center. Terminal Building Rentals and International 
Common Use Area Fees are calculated to ensure that all debt service requirements, 
operating expenses, and fund requirements allocable to the Terminal Building are 
recovered according to a cost-center residual rate calculation methodology. Fund 
requirements, as specified in the Airline Agreement, include those amounts required 
to maintain balances in the Bond Redemption and Improvement Account and O&M 
(operating and maintenance) Account. 

For use of the international terminal facilities, the Citv collects from the airlines 
Federal Inspection Sewices (FIS) Area charges, departure and amval gate use fees, 
and suace rentals for leased areas (collectively, International Common Use Area 
Fees). The FIS Area includes space for customs, border protection, and immigration 
inspection offices; inbound baggage and international baggage claim facilities; and a 
pro rata share of public space. FIS Area charges are calculated by dividing the total 
cost (debt service and operating expenses) of FIS space by the number of deplaning 
passengers using the FIS facilities. 

Ramp Area Rentals 

Exhibit E-3 presents the calculation of rentals for the Ramp Area, the aircraft parking 
apron area adjacent to the Terminal Building. Two percent of the operating costs of 
the Airfield Area are allocated to the Ramp Area and included in the calculation of 
Ramp Area Rentals. Ramp Area Rentals are calculated to ensure that all debt service 
requirements, operating expenses, and fund requirements allocable to the Ramp 
Area are recovered according to a modified cost-center residual rate calculation 
methodology. 



Landing Fees 

Exhibit E-3 presents the calculation of Signatory Airline Landing Fees required to 
recover the net costs of the Airfield Area, Other Buildings and Areas, and Northeast 
Philadelphia Airport cost centers. Landing Fees are calculated according to a 
multiple cost-center residual methodology whereby the requirement is calculated by 
summing all estimated debt service requirements, operating expenses, and fund 
requirements allocable to the three cost centers and deducting (1) all estimated 
revenues for the three cost centers from sources other than Landing Fees, (2) any 
Airline Revenue Allocation, equal to 50% of any net revenues of the OTA cost center 
in excess of $7.0 million from the prior Fiscal Year, and (3) 2% of the operating costs 
of the Airfield Area included in Ramp Area Rentals. The residual amount is divided 
by the landed weight of the Signatory Airlines to derive the required airline Landing 
Fee rate per 1,000 pounds of landed weight. 

Airline Payments per Enplaned Passenger 

Exhibits G-1 and G-2 show historical and forecast passenger airline payments 
expressed per enplaned passenger. The forecasts were prepared on the assumption 
that the terms of the new Airline Agreement relating to the calculation of airline 
rentals, fees, and charges will extend through the forecast period and that the 
Signatory Airlines collectively will make all payments required by such terms. 

NONAIRLINE REVENUES 

The principal sources of nonairline revenues are Terminal Building concession 
revenues, rental car revenues, ground transportation revenues, Terminal Building 
space rentals, and landing fees paid by nonsignatory airlines; Other Buildings and 
Areas rentals and fees; and revenues from Northeast Philadelphia Airport. 

Master Concession Agreement 

In December 1994, the City executed a management agreement with Marketplace 
Redwood that was amended and restated in Tanuarv 2001 and extends throu~h " 
FY 2013. The agreement covers the development and management of approximately 
115,000 square feet of public food, beverage, and retail concession space in the 
passenge; terminals. Additional concessi& space at the Airport opened in 2009 
with the creation of the combined Terminals D-E concessions area and in 2010 with 
additional gates on Terminal E. 

Revenues received by the City from Marketplace Redwood consist of a minimum 
annual guarantee plus a graduated profit sharing amount. The minimum annual 
guarantee is calculated on the basis of the number of enplaned passengers in 
Terminals A East through E, ranging up to $0.71 per enplaned passenger over 
11 million. The profit sharing amount is calculated for food, beverage, duty free, 
and retail gross sales as a percentage according to a graduated scale. In FY 2009, the 
City received $6,051,755 as the minimum annual guarantee and $10,050,489 in profit 
sharing, for a total of $16,102,244. 



Food and Beverage. Food and beverage outlets in the terminals, accounting for 
approximately 55,000 square feet, are managed by MarketPlace Redwood and 
operated by a variety of concessionaires. In FY 2009, food and beverage gross sales 
were $83,290,876, or $5.42 per enplaned passenger. Food and beverage sales per 
enplaned passenger inaeased by nearly 10% in FY 2009 (from $4.93 in FY 2008), 
largely attributable to the new concessions area in Terminals D-E. 

Retail Merchandise. News, @, and speaalty retail merchandise outlets, 
accounting for approximately 51,000 square feet, are managed by MarketPlace 
Redwood and operated by a variety of concessionaires. In FY 2009, retail gross sales 
were $54,824,501, or $3.57 per enplaned passenger. 

Duty Free. The duty free concession is managed by MarketPlace Redwood and 
operated by ISATA under a separate agreement that extends through FY 2010. Four 
duty free locations in Terminal A West, Terminal A East, and Terminal C occupy 
approximately 5,000 square feet and, in FY 2009, generated gross sales of 
$10,017,128, or $5.00 per enplaned international passenger. 

Other Concessions and Servlces 

Under agreements that expire in May 2011, with an additional one year option until 
May 2012, Clear Channel Airports manages the advertising program in all terminals. 
For Terminal A West and Terminal F, the City receives the greater of 75% of gross 
advertising revenues or an annual guarantee of $250,000. For the other terminals, 
the City receives 60% of gross advertising revenues or an annual guarantee of 
$2,150,000. In FY 2009, advertising revenues received by the City totaled $2,737,948. 

The City receives revenues from public telephones under an agreement with Global 
TelLink that can be renewed annually through March 2012. Under the agreement, 
the City received 42% of gross revenues or a minimum annual guarantee of 
$200,000. Such revenues totaled $203,042 in FY 2009. 

AAT Communications has an agreement with the City that expires in August 2011 
to license wireless internet access in all terminals. AT&T provides the wireless 
internet service through a sublicense agreement. Under the license agreement the 
City receives 50% of gross wireless internet revenues. 

Other concessions and passenger services from which the City derives revenues 
include check cashing, A M ,  phone cards, shoe shines, currency exchange, post 
offices, baggage carts, and vending machines. In FY 2009, the City received $425,728 
in revenues from wireless internet and other concessions and services. Several 
initiatives, intended to increase concessions revenues in FY 2010 and beyond, include 
new ATM agreements and website advertising. These initiatives are forecast to 
partially offset reductions in concession revenues from near-term decreases in the 
number of enplaned passengers at the Airport. 



Rental Cars 

The on-Airport rental car companies and their shares of rental car gross revenues 
reported for calendar years 2008 and 2009 are as follows. 

Rental car Share of gross revenues 
company 2008 2009 

Hertz 29.9% 
Avis 24.6 
National 13.3 
Enterprise 10.3 
Budget 10.4 
Alamo 6.6 
Dollar 5.1 

These seven rental car companies operate under the terms of a City commercial 
ground transportation regulation that provides that the companies pay a concession 
fee of 10% of gross revenues plus ground rent for their facilities. Concession fees 
from the five rental car companies (Avis, Budget, Dollar, Hertz, and National) that 
formerly operated from rental car counters in the terminals are allocated to the 
Terminal Building cost center. Concession fees from Alamo and Enterprise are 
allocated to the OTA cost center. 

The ground rent from all seven rental car companies is allocated to the OTA cost 
center. The leases with the rental companies providing for the payment of ground 
rent expired in 2009. The City is currently negotiating the provisions of new leases 
with the rental car companies. 

In August 2007, Enterprise purchased Vanguard, which owns Alamo and National. 
Alamo, Enterprise, and National continue to report gross revenues and make 
payments to the City as separate entities. In April 2010, Hertz announced plans to 
acquire Dollar, prompting Avis, in May 2010, to make an offer to acquire Dollar. 
Through September 2010, Hertz and Avis traded numerous bids. In September 
2010, Dollar affirmed its support of Hertz's bid, and Hertz has announced it 
intention to complete the acquisition by the end of 2010. Any such acquisition is 
subject to approvals by the stockholders of both companies and other regulatory 
agencies. 

In FY 2009, rental car revenues allocated to the Terminal Building cost center totaled 
$15,079,894, or $1.70 per originating passenger and rental car revenues allocated to 
the OTA cost center totaled $3,230,335, or $0.37 per originating passenger. While 
rental car revenues per originating passenger &eased slightlybetw&n FY 2009 
($2.07) and FY 2008 ($1.97), total rental car revenues at the Airport decreased by 10% 
as a result of the decrease in originating passengers discussed in the section 
"Originating and Connecting Passengers." Rental car revenues are forecast to 
increase in proportion to forecast increases in originating passengers and with 



inflation, assuming that the terms of the commercial ground transportation 
regulation remain in effect through the forecast period. It was assumed that 
consolidation in the rental car industry will have no material effect on the revenues 
forecast to be paid collectively by the rental car companies to the City or on the 
allocation of those revenues between the Terminal Building and OTA cost centers. 

Ground Transportation and Other 

Ground transportation revenues include monitor and egress fees assessed on shuttle 
van and limousine operators. In FY 2009, such ground transportation revenues, 
together with ground handling fees and other miscellaneous Terminal Building 
revenues, totaled $107,799. Certain other limousine and taxicab fees (accounting for 
$1,553,823 in FY 2009) are allocated to the OTA cost center. 

Outside Terminal Area 

Through FY 2007, parking revenues and other revenues generated by or allocable to 
the Outside Terminal Area (OTA) cost center were excluded from Project Revenues. 
Beginning in FY 2008, all such revenues are included in Project Revenues. OTA 
revenues comprise net parking revenues, certain rental car revenues, certain ground 
transportation revenues, and revenues from a 420-room Mamott hotel. 

Parking Revenues. Public automobile parking garages and lots at the Auport 
are operated by the Philadelphia Parking Authority, which has responsibility for 
Airport parlung under the provisions of a contract and lease agreement that extends 
to 2030. Each year on June 30, the Authority pays the City rent in the amount of the 
net revenues derived from Airport parking in the preceding year ended March 31. 
Net revenues are gross parking revenues (after a 15% City tax) less direct operating 
expenses, allocated Authority administrative expenses, and debt service on bonds 
issued by the Authority for Auport parking facilities. Approximately 18,800 
on-Airport parking spaces are provided in garages and surface lots. In addition, 
approximately 17,000 parking spaces are provided off Airport property by private 
operators. In FY 2009, the Division of Aviation and the Philadelphia Parking 
Authority converted Airport property for parking, providing approximately 800 
additional public spaces. 

The City received $33,570,037 in net parking revenues for FY 2008 and $31,239,909 
for FY 2009. The decrease in net parking revenues between FY 2008 and FY 2009 
resulted mainly from a decrease in the numbers of originating passengers. The 
City's estimates for FY 2010 parking revenues reflect further reductions in 
originating passenger numbers. 

Net parking revenues were forecast assuming that parking demand will change 
from budgeted FY 2011 levels in proportion to forecast decreases and increases in 
originating passengers. Parking rates were most recently adjusted effective 
August 1,2008. Short-term rates are $3 for the first half-hour and $2 per half-hour 
thereafter to a maximum of $38 per day; garage rates are $3 for the first half-hour 



and $2 per half-hour thereafter to a maximum of $20 per day; economy rates are 
$11 per day. 

The City expects to increase parking rates again on November 1,2010. Rates will 
increase to $4 for the first half-hour in both the short-term lots and garage, and to a 
maximum of $40 per day in the short-term lots. Other rates are expected to remain 
unchanged. The budget for FY 2011 reflects the mid-year increase. No further rate 
increases were assumed during the forecast period. 

The City is working with the Parking Authority to reduce operating expenses and 
offset expenses with available Parking; Authority cash balances in FY 2011 through 
FY 2013.- Net parking revenues were-forecast assuming that parking demand wiil 
change from FY 2011 levels in proportion to forecast decreases and increases in 
originating passengers. 

Rental Car Revenues. As noted earlier, concession fees from Alamo and 
Enterprise are allocated to the OTA cost center and totaled $3,230,335 in FY 2009. 

Other OTA Revenues. Outside Terminal Area revenues from operations other 
than public parking and rental cars (ground rent, ground transportation, and hotel 
revenues) totaled $6,059,052 in FY 2009. 

Nonsignatory Airline 

Common use fees by nonsignatory airlines, surcharges paid by airline tenants for 
proprietary equipment financed by the City, and reimbursements of security costs 
together totaled $10,984,256 in FY 2008. 

In FY 2007, the amount shown for nonsignatory airline landing fees included those 
for certain regional affiliate airlines. Such landing fees totaled $19,834,491 in 
FY 2007. L3e&ming in FY 2008, under the new ~Gl ine  Agreement, only landing fees 
paid by non-scheduled (charter) airlines are included. Such landing fees totaled 
$766,955 in FY 2009. 

Other Airfield Area 

Other Airfield Area nonairline revenues include fuel flowage fees, in-flight catering 
fees, and the sale of utilities. Such revenues totaled $2,898,403 in FY 2009. 

Other Buildings and Areas 

Revenues generated from the Other Buildings and Areas cost center include space 
rentals, land rentals, utility sales, and reimbursed real estate taxes. Tenants include 
American Airlines, FedEx, United Airlines, US Airways, and the U.S. Postal Senrice. 
Most building and ground rental agreements between the City and the Other 
Buildings and Areas tenants extend beyond the forecast period. Other Buildings 
and Areas revenues totaled $9,193,202 in FY 2009. 



Certain property acquisitions in the planned 2011 Project have buildings and 
industrial properties with existing tenants. Those properties are assumed to 
generate additional space and land rentals totaling $1.0 million in FY 2011, 
increasing to $2.5 million in FY 2012. The property acquisitions are assumed to 
occur mid-201 1. 

Northeast Philadelphia Airport 

Revenues at Northeast Philadelphia Airport include landing fees, fuel flowage fees, 
concession fees, and various rentals. Such revenues totaled $2,314,583 in FY 2009. 

APPLICATION OF PROJECT REVENUES 

Exhibit F presents the forecast application of Project Revenues as required under the 
General Ordinance. The priorities for applying Project Revenues and other amounts 
on deposit in the Aviation Operating Fund are as follows: 

1. Payment of Net Operating Expenses 

2. Deposit to the Sinking Fund to pay the Debt Service Requirements of 
Airport Revenue Bonds 

3. Restoration of any deficiency in the Sinking Fund Reserve Account (no 
such amounts are forecast to be required) 

4. Restoration of any deficiency in the Renewal Fund and payment of any 
amounts due under Exchange Agreements. Replenishment of the Renewal 
Fund is forecast through FY 2015. 

5. Payment of any termination amounts payable to a Qualified Swap 
Provider as a result of the termination of a Qualified Swap and certain 
other termination amounts (no such amounts are forecast to be required) 

6 .  Payment of debt service on any Subordinate Obligations (no such amounts 
are forecast to be required) 

7. Payment of debt service on general obligation bonds adjudged to be 
self-sustaining on the basis of Project Revenues from the Airport System 
(no such amounts are forecast to be required) 

8. Payment of Interdepartmental Charges 

9. Payment of debt senrice on any other general obligation bonds incurred for 
the Airport System (no such amounts are forecast to be required) 



Under the General Ordinance, any remaining balance may be used by the City for 
any Airport System purpose. Under the Airline Agreement, any remaining balance 
is to be applied as follows: 

10. Amount required to maintain a balance in the Bond Redemption and 
Improvement Account equals the lesser of (1) the amount of Debt Service 
Reserve Surety Bonds fulfilling the City's Sinking Fund Reserve 
requirements or (2) at least 20% of Debt Service Requirements, net of 
Pledged PFC Revenues, in FY 2010 and 25% thereafter. The Bond 
Redemption and Improvement Account balance, as of July 1,2010, was 
$18.2 million. 

11. The lesser of $1.0 million or the amount required to maintain a balance in 
the O&M Account equal to 10% of Operating Expenses. The O&M Account 
balance, as of July 1,2010, was $17.2 million. 

12. 50% of net revenues from the OTA cost center in excess of $7.0 million, to be 
credited in the annual calculation of Signatory Airline landing fees (Airline 
Revenue Allocation) (no such amounts are forecast to be required). 

Any remaining funds are to be deposited to the w o r t  Discretionary Account and 
may be used by the City for any Airport System purpose. 

Exhibit F presents the forecast application of Project Revenues as required under the 
General Ordinance and the Airline Agreement. 

Pledged PFC revenues are not included in Project Revenues but do constitute 
Amounts Available for Debt Service. Such pledged PFC revenues are to be 
deposited directly into the Sinking Fund for the payment of PFC-eligible debt 
service on any non-refunded maturities of the 19988 Bond, the 2001A Bond, and the 
proposed 2010D Refunding Bonds. 

Exhibit F-l presents the forecast application of PFC revenues. As shown, forecast 
PFC collections exceed PFC revenues pledged to pay debt service on any 
non-refunded maturities of the 1998B Bond, the 2001A Bond, and the proposed 
2010D Refunding Bonds. 

DEBT SERVICE COVERAGE 

Exhibit G1 presents the calculation of A q o r t  Revenue Bond debt service coverage 
(Rate Covenant Test #1) and total debt service coverage (Rate Covenant Test #2) in 
accordance with the Rate Covenant of Section 5.01 of the General Ordinance in each 
year FY 2007 through FY 2015. Pledged Amounts Available for Debt Service after 
the payment of Net Operating Expenses are forecast to be sufficient to exceed the 
debt service coverage of 1.50 times required by Rate Covenant Test #1 in each year. 



Under the Rate Covenant, Amounts Available for Debt Service include that portion 
of the Aviation Operating Fund that is attributable to Amounts Available for Debt 
Service and carried forward at the beginning of each Fiscal Year. For the purposes 
of calculating debt service coverage in Exhibit G-1, that portion of the Aviation 
Operating Fund balance attributable to Amounts Available for Debt Service includes 
the balances in the Bond Redemption and Improvement Account, the O&M 
Account, and the Auport Discretionary Account. As shown on Exhibit F, deposits 
are forecast to be made into the Airport Discretionary Account. For the purposes of 
calculating debt service coverage in Exhibit Gl, certain of those deposits are 
assumed to be spent annually on capital projects. According to the City, capital 
project expenditures from the Airport Discretionary Account are to be limited to the 
amounts shown on Exhibit A. 

Exhibit G-1 also shows that pledged Amounts Available for Debt Service after the 
payment of all Operating Expenses are forecast to be sufficient to cover debt service 
on outstanding Bonds, the proposed 2010A Bonds and 2010 Refunding Bonds, and all 
other requirements, as required by Rate Covenant Test #2 in each year. 

Exhibit G-2 presents a summary of historical and projected debt service coverage 
assuming the stress test passenger forecast summarized in Table 32 and discussed in 
the section "Stress Test ~orecasi." Concessions and other revenues associated with 
passengers were assumed to be reduced, as were certain operating and maintenance 
expenses. All other assumptions are the same as for the base passenger forecast. 



Exhibit A 

SOURCESANO USES OF FUNDS FOR 2010 AND PUHNEO 2011 PROJECl 
Philadslphia l n t ~ l  PJvcd 

(in mavsandr olddlw) 

Sources of funds 

O M  Airport Revenue BMdr 

Ropored 2010A Planned 2011A Planned M I 1 8  
ProJed msts Alp p n t s  CiW funds 2007 Bmds Bonds Bonds Bands 

8.WO.WO - 8,000.MO Cenbal u6iillY plant 
I-re impwemM pmgrsrn and o(her pmjsds 35,?W.WO - 2.500.WO - 32,700,000 

TOTAL $4&5.2W.000 S 71,250,000 $ 3,500.OW $ 10,000,000 $ 232,700,000 $ 17.750.000 $ lSO.WO,WO 

source: D m  ofAvia6on. C i i  ot Philadeifhim 



Exhibit B 

SOURCESANDUSESOFPROPOSED 
ZOlOA BONDS AND PUNNED2011 BONDS 

Philadelphia Intembbond A @ d  

Pm-d Planned Planned 
2010A Bands (a) 2011ABondr (b) 2011B Emds (b) 

Airport Revenue Bonds 1 272.325.000 1 19.377.000 S 165,010,000 

Premium 17,m.WO 

Tolsl wrcer $ 290.125,WO 1 19,377,000 $ 165.010,MM 

Us- 01 Funds 

Pmjed msh hrm Bond p m e e d s  (c) S 232,700,000 5 17.7M.000 S 150,000,000 

Dewsi3t0 Sinking Fund Reserve Account 15,750.000 1 .M5.000 14,019,000 



Nrpm Revnu4 Bond. 
Serbs 1997A 
Senes 15Um 
Series 1% 
Serbs 19888 (C) 

Serbs 2WIA 
Sedes 200lB 
Sedes 2WW 
Serlea 20058 
m 2WSC (d) 
S&+s mO7A 
S e h  Za)7B 
Series 2W9A 
Ropoaed Sedes 2010A (e) 
P m w  Rtdunding Series 20100 (e) 
P@ R s f u m  Swka MIM: ((I) 
Pmposed Refunding Swka 20lOD (0) 

Planned Seoes 2011A (0 
Planned-20118 (0 

L ~ M :  Inlereal irrmvt (g) 
Bond Debt ServMe Requirementr 

A l l d o n  to Pmlectcosl 
Terminal Building 

Hishical (unaudited) (a) Ib) Estimate (a) Budgef (a) Forecast (c) 
2007 M08 2M)9 2010 2011 2012 2013 2014 2015 

1 6.075.000 5 0,074,000 $ 6,074,000 1 6,078.000 S 6,078,000 1 - $ - $ - 1 
7,133,000 7.131.000 

10.319.W 10.318.000 10,323,000 10,317.000 10.317.WO 
29.758.000 21,208,000 26.407.000 28.650.000 29,610,000 3.338.000 3,336,000 3,336,000 3.338.000 
13,428,000 13,437,000 13,439,000 13,523.00 13,458,000 13,467,000 13.484.000 13,494,000 13.495.000 
2.761.000 2.762.000 2,762,000 2,759.000 2.759.000 2,757.000 2,758,000 2.761.WO 2,761,000 

104,WO 701,000 8,320,000 8,323.W 8,320,000 6,316.WO 8.315,MM 8.318.W 8.314.MX) 

(a) saurca: CW of Philadelphia. Division of AvlaUan. 
(b) Infmmalion remndlas to the General Pu- Finsndai Stetementr mnblned In the C I S  Mrnpreheosiva Annual Finance Repwt as autihed by the ORica of the CW Conboller. 
(c)Amwnte sharm fo lmcal yeam aner 20lOD Retunding Bondr iswed. 
(d) lnlaregl t a m  2aoSc Bands earned to a- ala rate of5.65% praranl to the C l s  w p m  q l l sementm JP Morgan. 
(e) soum taforecaw m m :  Bank of- MeAU Lynch, Odober 6.2010. 
I l l  Source for farecast Mars: Bank of Ametlra Menill Lvnch. O c b k  12.2010. 



OPERATING EXPENSES 
Cmry of Pnleoelphfa. D w s m  ofA,.atorn 

For FI-1 Yeao sndrg J- 30 

The f m l s  presented in lhis exhiM w r e  prepared using infwmaMn horn Uw mnes indicabd and dsssumphs pmvidad by. m rsviexed wim and agreed to by, Division 
01 A* Moon management as mscnbea m lne aaomeanl.ng lea Inentaw some of the arrurnpuons urDd to dsvs op h e  torecesls m#l no1 be leslued and dnsnUGpaled 
e*enu and rrcumstamea may -r Th%~~euemeNofany 6nan:m brecan ma, be aRened b, Ructualmg e m n m  mM*ann and s OapaMenl upon meomnsnce 
d o w r  futrre even8 IMI csnlal oe assured M e f o r e  I m c  are Ihkely lo be ammencar between the torecar1 a M  aOuai resub end thew, dtflerencas may be fnalenal 

By obled category 
Dlvlslon of Avlatlon op.raUnp expsnses 

P e m a l  reNiSBS 
Conbsrmel sewices 
MateMls and supplier 
Equipment 
Taxes 
hher 

Total Dnlrbn of A v i a h  operating expenses 

Interdeptlrtmanlai charges 
Police 
Fire 
Ub1ldea 
Insurance 
Sewice of olhers 
Legal rmims 
F" bMf i tP 
w management 
Vehlcle punhares 
Indemnities 
me, 

Total interdepartmental d a g e s  
Total ATrpofl Syatem operating expenses 

Percent annual change 

By m t  center 
Pmjed m t  conten 

Terminel Building 
Aimeld Area 
Other Buildings and Areas (c) 

C a w  C* lc) 
Mh%r Areer (c) 
N o m a s t  Phladdph'e A i w n  
A i w n  Services 
Outside Terminal Ales (d) 

Cny c a t  centers 
Olrtside Terminal Area id) 
ove-P Teninsl (c) 

Total firport System operating expenses 

la) Source. CW of P h i i l p h i e ,  W m  ofAvia6on. 

Hiatotical (unaudited) (a) (b) Estimate (a) Budgel (a) Formst  
2007 2008 2009 2010 2011 2012 2013 2014 2015 

(b) Informa&on r-des to the G e m 1  Pu- FiMncial hatemants mnlaned in the Ci* Comprehenske Annual Fmance Report as audited by the Mflce of the CW CMllmller. 
(c) Effective M 2007. Mher BuiMingr and Areas rspre~entr mnnalidation of Carp City, Other Areas, and Overseas Terminal ezsl centers. 
id) Eflectiie FY 2006, the Oulaide Terminal Area mst center war redefined horn a CW m r t  canter la a Projed m* mnlsr. 
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CALCUUTlON OF TeRNlNAL BUILDING RENTALS 
City of P h i l p h L ,  W n  of A v i M  

For FisCdi Y e m  ending June 30 

me m I P  wese4ed in as erhiM were w r e d  u$hq i n f a m e l h  han the mress indbted and a s s u m p m  pmvlOed by. OI 

revkmed d m  and agreed lo by. Dwisim of A m  mansgemsnL m denaibed in the eammpanylng tea. Invariably, -p%m ured 
lo develop ths forecasts will Mt be reaiiied and unanticipated evenla and clwmstsnoes may occur. me achievement ofany Onanciai 
fatecast mav be affided bv nuctuatina emmmic m n d i n s  and is de~endent u r n  me occunanca of other fuhlre events that cannot be 
assured Therefore, there ere Ihkely to be d i i k w m s  h e e n  the fwec& and Wi rewNi, and thade dmerences may be matenal 

Airline leased space (square feel) 1,123,838 1,123,838 1,123,638 1.123.838 1.123.638 
Requirement w square fmt S 83.69 $ 113.72 $ 117.C€ S 133.23 $ 133.72 

R m M  nb mtKtvn 
Airline rental revenue required $ 105,275,wO 5 127,781.WO 1131.531.wO $ 149.697,WO $15€,255,WO 
Equivalent ticket munler area (square feel) 543.437 543,437 543,437 843.437 543.437 

Renal rates (per squarefmc per year) 
Tkkel rmnter end 0- $ 163.61 f 188.59 S 20442 $ 232.65 $ 233.52 
Mnmursa upper level, bag claim, onioer, VIP m r  122.71 148.94 153.31 174.49 175.14 
CwKoune lavsr leuel, beg mekeup, operatbns 81.81 99.30 102.21 118.33 116.76 
hllb c m c m ~ ,  bag dalm E. w. dw 40.90 49.65 51.10 58.16 5 8 3  



CALCULATION OF W P  AREA RENTAL8 
City of Phdadelphia. D i ~  of Aviatim 

Fw F i i  Y ~ R  ending June 30 

Ths f m s b  p-nled in this erhibil were prepared using infwmalbn hwn the sourns indtcaled and assumptions pmvlded by, or 
revlewd W h  and agreed la by, Division of Aviation management, as described in me scmrnpnying tea. Invariably, assumptions used 
lo OBveDp the fmcasb MI1 no1 be waked and umUc5petsd m t r  end cktumsbnces may w r .  The achievement d a n y  financia 
W-st may be affeded by lluduating emromic c m d i i s  and ir d%pendent u p n  b e  wmna, of dhw Mum m u  ma1 cenml be 
awred. Miore, there are lkely to be diirerce b s w n  the b-I end adual reol81s. and there diierenae~ may be malsrlsl. 

Budgel (a) Forecast 
2011 2012 2013 2014 2015 

Ramp Area linesr feet 17,789 17,789 17.789 17,789 17.789 
Ramp Area MIA rate per linear fmt S 88.96 S 87.92 1 88.99 S 91.69 S 91.07 

(a) Source: City of Philsdelphla, DivisDn of AviaUon. 
(b) Per the Aidine Agreement. 2% of the Operating Expenwts a l h t d  to me A i M  Area are remywed lhmugh Ramp Area rentals 
(c) Requiremanta srtablishM under the Aidine Agreement. 
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Exhibit P 

APPUCAnON OF REVENUES 
Ciiy d Phaadslphia, D W n  d Avialim 

Fw Fiscal Years Erdbg June 30 

The forecasts presented in mlr sxhlblt were prepared using Information horn me saurmo indicated and assumptions pmvlded by, or reviewed ~4th  and agreed to by, DMpion 
of A v i a h  menagement. es desdbed in h e  aaMnpanrng text. Imvitabhl, eome d me sssumpms used to d e ~ b p  me m t s  MU ml be ml i led  and unanticipated 
evm and cireumslsms m y  a c u r  achievement of any fwncid f m r t  may ba a f k M  by flurmating emmmjc cm%m$ sd a dspendenl upm Ole -mews 
doUw Mute events mat c a m 1  be awred.  Therebra, mere are l i b w  to be dltferenees t e w e n  Ole f aca r t  aM s w  results, and mewt diie- may be material. 

Phrity under %don 4.08 of me General Hlrtarical (unaudited) (a) EMm- (8) Budget (a) Forecast 
Ordinance and me Aidns Asreem 2W7 2038 rn 2010 2011 2012 2013 2014 2015 

*pplkaUm GI Pmled h n u a  
Net W W  Oylernes (d) 1 87.073.008 1 99,820,432 1 99.520.353 11C6.223.000 $107.529.0 1111.30B.000 1114.749.OW 1118,509,000 1122,781.WO 
Slnwng Fund (nsl Debt Service R e q u i m l s )  (s) (f) 52,843,768 51J62,MH) 62,719,681 M.788.WO 72,271.0 88,288,000 89,709,000 108.478.WO 108,705,000 
Renewal Fund Requirement 250.WO 5M).OOO 500,000 500,000 500,000 
IdevApnmnantat dmqes (d) 70,870,183 89,135,558 89.W2A78 89.W3.W 94.285.0 99,366.000 107,711,000 110,788,000 110,684.000 
Bond Redemph 6 lmpmvemsnt Require-t (g) (3) 0 0 . 0  3,382.W - 3,284,000 
O6M Resew Requlremenl(g) (h) (i) l . ~ , O M )  1.0.000 - (8,W.WO) I.OM).WO 1.WO.WO 1.WO.WO I.OM).WO 1.0.WO 
~ l r lbw Revenue Ailoca6on (h) - 2,125,887 4.WO.ow 
Availabls for Aimon Syotsm u s  (I) (128,OW) 9.125.888 9,471 112,000 8,885,000 5,822.000 5,164,000 4,436,000 5,184.OW 

5211,258,940 1252,670,323 1255,251,983 1254.108.WO S282.3W.000 $309,874.0 $318,833,000 5344.993.WO 1348.634.WO 

(a) Sam: Giy d Philadelphii. Did* d A v i s M .  
(b) lntonnah nmndlss to me h e a l  P u w  Finandal Statements mnlsined in h C i i s  Mmptehenaive Annual Fln- Report as audited by me Omce of me City Mnboller 
(c) SBB Exhibit E. 
(d) See ohibn D. 
(e) See ExhiM C. 
(q Ns( d F'FC Rewues @edged as h n t s  Avsllable for Dsbl Service. 
(8) -1 to rwel required bdsnee after d d m l i m  d estimated i m s l  I n m e .  
(h) Requirements established under the Airline &memenL 
(I) Amaunt shown for M 2010 r e M  add'bbosl mbmufian by the C i i  fmm Ole Discrebbnary Accwnt 
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DEBT SERVICE COVERAGE - RASE PASSENGER FORECAST 
Ci of Philadelphi. Dkisian of Avisbbn 

FM F i I  Yearn ending June 30 

Hisloria (a) (b) Estimate (a) Budge( (a) F m s t  
2007 2W8 2W8 2010 2011 2012 2013 2014 2015 

Aim Rwenw Bond debt s m l u  cowrag. (7-1 31) 
P q e d  Revenues $211,258,977 5250,544,458 1255,251,983 $254,1(IB.W S292.300.W $308,674,000 $319,833,000 5344,993.W 1348,834.W 
Pledged PFC revenues 32,920,891 32,925,875 32,325,558 32.991.W 32.382.000 32.732.WO 32.744.000 32,752.W 32.746.W 
0 t h ~  Amwnts Available f~ Debt S e W e  (c) 10,240,854 42,583,187 61,412,837 55,126,000 51.398.000 52.154.W 61,433,WO 73,457.WO 80.088.000 

Total Amwnts Available IM DeM SeMee $254,420,722 $326.053.298 1349,590,178 1342,225.W $ 386.080.000 $36(.5M),W 1413.010.000 S451.202.WO $461,B88.W 

Less: Nal Operating Expenses 
Net emwnts avaikble 

87,073,009 89,820,432 99,520,353 106,223.000 107,529,000 111,306.WO 114,743,000 118.5OQ,WO 122,761,000 
[A] $187,347,713 $226,232,888 $250.(189.825 $236,002.W $258,551,000 $ 283.254.000 1298.261.W S332.693.WO 5338,907.W 

Band DeW Servim Requirements PI 1 85.50rt.659 1 86.388.275 1 95,645239 1 97,759,000 $104,653,000 1121,020,000 $122,453,000 $139,228,000 $141,451,000 

Less: Operating Expenses 
Net amaunts mi* 

[C] 157,743.172 (88,955.888 188,522,831 195.226,WO 201,814,000 210.672.000 222.460.000 229,297,WO 233,445,000 
PI 5 %,677,550 $137,097,310 $161,067,347 S146.899,W S186.2GB.000 1183.B88.000 S190.550,000 $221.905.000 $228223,000 

Airport Revenue Bond Debt S e w  Requirements end 
General O b b g m  Bond debtmrvica requirements [El $ 85,564,659 $ 86,388,275 S 95,645,239 $ 97,759,000 5104,653,000 $121.020.000 $122,453,000 $ 139.228.000 S 141,451,000 

Total dBM service mVBrage 
Coverage requirement 

Ahline payment. per enplaned passenger 
Total passewer alrline revenues (d) $ 97,429,093 $133,475,343 $147.458.997 $150.W.W0 S182.381.W $197.441.000 5202,986,000 $226,021,795 $226,390,820 

Enplaned pasre- 15,851,691 16,052,873 15,362,743 15.193.741 15,MK1.000 16,000.000 16,400.000 16,800,000 17.200.W 
Pauewet aidme payments per enplaned paorengsr 18.15 18.31 $9.60 $9.33 $10.41 $12.34 $12.38 $13.45 $13.16 

lnduas sand Redempaon and lmpmwmnt AccMlnt, OaM Acmunt. and D i l t ionary  Acmunt balances as of Me beginning of me F i d  Year. 
(d) Airline revenues lndude passengar alrllne terminal rentals. internabonal, hater, and common use airllne chaipr: ramp rentals; and passenger airllne landing tees 



DEBT SERVICE COVERACE. STRESS TEST FORECAST 
C q  of Ph laae ph s D w s m  ol Anaoon 

For Fiscal Years ending June 30 

The forecasts presented in this erhiba were prepared using information fmm lh sou- indicated and a p s u m p h  m e d  by. or reviewed whh and agreed lo by. D i s h  
0fAviatim management. as derdbed in the acmmpanylng led. Inevitably m e  ofthe assumptions used lo devebp the faecasts will not be realiied and unanlb3paled 
events and circumstances may owur. The achievement of any financial forecast may be aftecled by fiunvaling ecommlc conditions and Is dependenl upon the occurrence 
of Other future events that canna1 be assured. Therefore, there are likely to be dlffwences between lhe fo-sl and actual results, and these diiwencer may be maletlal. 

Hiot-1 (a) (b) Earnate (a) B-el (a) Fo-$1 
2007 2008 2W9 2010 2011 2012 2013 2014 2015 

Aimon Revenus Bond debt marrice m v o r ~ l a  #Test #lI ~ ~~~~~~ ~~ ~~ ~ " ~ ,  ~~~ , 
Project Revenuer $211,258.977 $250,544,456 5255,251,983 $254,1m,000 5282,300,000 $290.901.000 $301.638.000 1330,435,000 $334350,000 
Pledged PFC revenuer 32,920,891 32,925,675 32.925.558 32,991.000 32,382,000 32.732.000 32.744.000 32,152,000 32,746,000 
Omer m n t s  Available la Debt SeMce (c) 10.240.854 42,583,167 61.412.637 55,128,024 51.398.000 52.154.000 58.699.000 89,004,000 75.162.000 

Total Amounts Available for Debt Service $254,420.722 5326,053,298 $349.590.178 1 342,225,000 1 3ffi.OBO.000 $375,787,024 $393.081.000 $432.191.000 $442.258.000 

Less: Net Operating Expenses 
Net amounts available 

87,073,009 99,820.432 99,520.353 1m.223.000 107,529.000 101.341.000 105,245.000 109,594.000 113,658,000 
[A] $167,347,713 $228,232,866 $250,069,825 1236.002.000 5258,551,000 $ 274.446.000 9 287.836.000 $322,597,000 1328,603,000 

EMd Deb1 Senice Requiremen& [El 1 85,564,859 1 84.388.275 1 95.M5.239 $ 97,759,000 1104,653.WO $121.020.000 $122,453,024 1139,228,000 1141.451.000 

Bond debt sewice coverage 
Caverage requirement 

T ~ I  debt &SO C O Y ~ O .  (Ta t  n) 
Prcjecl Revenuer 1211,258,977 $250,564,456 $255,251,883 $254,106.000 $282,300,000 f 290,901,000 $301.638.000 53M.435.000 $334,350,000 
Pledged PFC revenues 32,920,891 32,925.675 32,925,558 32,991.000 32.382.000 32.732.000 32,744.000 32,752,000 32,746,000 
m e r  Amounts Available f~ Debt Service (c) 10.240.854 42.583.187 81.412.637 55.128.000 51.398.000 52.151.000 58,699,000 89.004.000 75.162.WO 

Tdai Amounts Available f a  Debt S M  1251,420,722 1326,053,298 1349,590,178 1342,225,000 $3ffi,080.000 1375,767,000 $393,081,000 1432,191,000 $442.258.000 

Lms: Operating Expenses 
Net amounts available 

[Cl 157,143,172 188,955,988 188322.831 195.226.000 201.814.000 194,833,000 206,984,000 215,212,000 219,432,000 
[Dl $ 96,677,550 $137,097.310 1161.087.347 $146.989.000 $lM.268.000 $181.154.000 $186.097.000 5216,979,000 5222,826,000 

A i p r t  RBVBOUB Bond Debl Sewice Requirements and 
General Ob l i i tnn  Bond debt swv+x requirements m $ 85.564.659 S 84,388.275 S 95,845,239 $ 97,759,000 $104,653,024 $121.020.000 1122,453,000 5139,228,000 5141,451,000 

Tomi debt service coverage [DIE1 1.13 1.62 1.68 
Caversge requirement 100 1 .OO 1.00 

Udim payment. per snp(.nMI -nga 
Total passenger airline revenues (d) 1 97,429.093 1133,475,343 $147.458.997 

Enplaned passengers 15,851,691 16,052,973 15362.743 
Passenger ailline payman& per enplaned passenger $6.15 58.31 S9.M) 

(a) Swrcs: CiW of FiMadelphla. Oii lon ofAvia6an. 
(b) InformaUm W l a s  lo the General Purpase Finandd Statements mntained in the CiNs Compreknvve Annual Finance Repod as audied by the d lh Chy ConWler 
(c) Per S- 5.01(a) of the General Ordinance, ltel ponion d tM, Aviation Operating Fund balance antibutable la Amwnts Available tor Debt Service. 

Indudes Bond Redemptnn and lmpmvsment Account. OBM Account. end Discratnnary Account balances as d the beginning of lhe Fiscal Year. 
(d) Airline revenues include passenger airline tanninal rentals: inlmaUm?al, chartet, and mmmon use ailline chamas: ramp rentals: and passenger ailline landing fees. 
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APPENDIX 111 

ENGINEER'S LETTER 
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URBAN ENGINEERS, INC. 
I S 0  9 0 0 1  P s 8 l r l c r c d  

Corporate Headquarters 
530 Walnut Street, 14th Floor 
Philadelphia, PA I91063685 
(215) 922-8080 Fax (215) 922-8082 URBAn w.u~nengineers .com 

u 
Merrill Lynch 
18 18 Market Street 
18th Floor 
Philadelphia, PA 19103 

Attn: Mr. Ralph Saggiomo 

Re: City of Philadelphia, Pennsylvania 
$273,065,000 Airport Revenue Bonds, Series 2010A (Non-AMT) 
$24,395,000 Airport Revenue Refunding Bonds, Series 2010B @Ion-AMT) 
$54,730,000 Airport Revenue Refunding Bonds, Series 2010C (AMT) 
$272.475.000 Aimort Revenue Refunding Bonds. Series 201 OD (AMT) 

Dear Mr. Saggiomo: 

We hereby consent to the inclusion of our report transmittal letter to Rob Dubow, 
Director of Finance of the City of Philadelphia, dated May 5, 2010 in Appendix 111 to the 
Preliminary Official Statement dated October 19, 2010 (the "Preliminary Official Statement") 
and to the Official Statement dated October 27,2010 (the "Official Statement," together with the 
Preliminary Official Statement, the "Offering Documents") for the above referenced bonds and 
to the references to our reports entitled "Engineering Certification of the Philadelphia 
International Airport" and "Engineering Certification of the Northeast Philadelphia Airport" both 
dated May 5, 2010 (the "Reports") in such Offering Documents. As stated in our Reports, we 
have no responsibility to update our Reports because of events and transactions occurring after 
the date of the Reports. Notwithstanding the immediately preceding sentence, we advise you 
that without having undertaken any subsequent inquiry, we are not aware of any reason why the 
reports referred to in our report transmittal letter should not be referred to in the Offering 
Documents. 

Very truly yours, 

URBAN ENGMEERS, INC. 

Edward M. D'Alba, PE 
President 



URBAN ENGINEERS, INC. 
I S 0  9 0 0 1  P e l l r t s r s d  

Corporate Headquarten 
530 Walnui SI~&, 74th Floor 
Ph~ladelphra, PA 791063685 
(215) 922-8080 Fax (275) 922-8082 

May 5,2010 

City of Philadelphia 
1330 Municipal Services Building 
1401 John F. Kennedy Boulevard 
Philadelphia, P A 19102 

Attn: Rob Dubow 
Director of Finance 

Re: Engineering Cermcation of the Airport System 
Philadelphia International Airport and Northeast Philadelphia Airport 

Dear Mr. Dubow: 

Urban Engineers, Inc. (Urban) is pleased to submit the attached engineering reports on the 
physical condition of the City of Philadelphia's Philadelphia International and Northeast 
Philadelphia Airports, dated May 5,2010. Based on our visual inspection of these facilities and 
our examination of those documents we deemed relevant to our inspection effort, it is our 
professional opinion that the physical elements of the above mentioned airports, supported by a 
suitable ongoing maintenance plan, are in good operating condition. Our examinations and 
interviews were conducted in the spring of 2010. The attached reports summarize our 
observations. 

This examination of the above mentioned airports was conducted at the request of the Division 
of Aviation, Philadelphia International Airport. Urban is a professional consulting engineering 
firm, employing personnel encompassing a broad range of engineering disciplines that contribute 
considerable experience in the design and analysis of the physical operation of airports of the 
magnitude and scope of the City of Philadelphia's two airports. 

Very truly yours, 

URBAN ENGINEERS, INC. 

e Vice President 

enclosures 
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[THIS PACE INTENTIONALLY LEFT BLANK1 



APPENDIX IV 
SUMMARY OF CERTAIN AUTHORlZATIONS 

FOR TFIE 2010 BONDS 

The following are summaries of certain provisions andlor definitions of The First Class City Revenue Bond 
Act (the "Act"), the Amended and Restated General Airport Revenue Bond Ordinance of 1995, as amended and 
supplemented (the "General Ordinance"), the Ninth Supplemental Ordinance to the General Ordinance (the "Ninth 
Supplemental Ordinance"), the Tenth Supplemental Ordinance to the General Ordinance (the "Tenth Supplemental 
Ordinance"), the Insurance and Reimbursement Agreement (as defined herein) and the Ai rhe  Agreements (as 
defined herein). The summaries are not, and should not be regarded as, complete statements of the provisions of 
these documents and legislation. Reference is made to the Act, the General Ordinance, the Ninth Supplemental 
Ordinance, the Tenth Supplemental Ordinance and the Airline Agreements, copies of which are available from the 
Office of the Director of Finance, 1401 J. F. K. Boulevard, Municipal Services Building, Room 1330, Philadelphia, 
Pennsylvania 19102, for the complete terms and provisions thereof. 

THE FIRST CLASS CITY REVENUE BOND ACT 

The 2010 Bonds are being issued under the terms of The First Class City Revenue Bond Ad and the 
General Ordinance andpursuant to the Ninth Supplemen&/ O r d i ~ n c e  and the Tenth Supplemental Ordinance. The 
following summarizes the terms of The First Class City Revenue Bond Act. All capitalized t e r n  used in the 
following summary of The First Class City Revenue Bond Act are defined as in The First Class City Revenue Bond 
Act and may be d~rerently referenced in other portions of this O$icial Statement. 

General Authorization; Definition of hoject; Bonds to be Special Obligations 

The Act is intended to provide a comprehensive authorization to the City and any other Pennsylvania city of the first 
class to issue revenue bonds ("Bonds") to f m c e  various types of projects. 

The Act defmes "Project" to include, among other things, any buildings, shuctutes, facilities or improvements of a 
public nature, the related land, rights or leasehold estates in land and the related furnishings, machinery, apparatus or 
equipment of a capital nature, which the City is authorized to own, construct acquire, improve, lease, operate or 
support; any item of construction, acquisition or extraordinary maintenance or repair thereof, the City's share of the 
cost of any of the foregoing undertaken jointly with others; and any combmation of the foregoing or any undivided 
portion of the cost of any of the foregoing as may be designated a project by the City for financing purposes and in 
respect of which the City may reasonably be expected to receive "Project Revenues" (as defmed in the act), which 
include, among other things, all revenues generated by the Project financed. 

Bonds issued under the Act are required to be payable solely from Project Revenues and to be secured solely by such 
revenues and by any reserve funds which may be created in connection with the Bonds. The Bonds are not permitted 
to pledge the credit or taxing power of the City, to create a debt or charge against the tax or general revenues of the 
City, or to create a lien against any City property other than the Project Revenues pledged therefore and reserve 
funds established in respect of the Bonds. The Bonds are excluded &om the calculation of the City's debbincurring 
capacity under the Pennsylvania Constitution. 

Estimates of Future Revenues 

To establish that Project Revenues will be sufficient to amortize all Bonds outstanding, the Act requires a finding to 
be made in the ordinance authorizing the issuance of the Bonds that the pledged Project Revenues will be sufficient 
to pay any prior parity charges on such pledged Project Revenues and the principal of and interest on the Bonds. The 
finding is to be based on a report of the chief fiscal officer of the City filed with the City Council and supported by 
appropriate schedules and summaries. The report of the chief fiscal officer of the city may be based on a report of the 
airport consulrant employed by the City to evaluate the Project. 

For the purposes of estimating future Project Revenues, the Act provides that only the following shall be included (i) 
those rents, rates, tolls or charges to the general public which, under existing authorizations, aud in effect as of the 
date of calculation, will be reasonably collectable during the fiscal year under the rate schedule which is or will be in 



effect dwing such fiscal year, or which may be imposed by administrative action without further legislation: (ii) 
those bulk payments which may be imposed under subsisting legislation or whicb are provided under subsisting 
agreements or are the subject of an expression of intent by the prospective obligor deemed reliable by the chief fiscal 
officer of the City; and (iii) those governmental subsidies or payments which, under subsisting legislation, are 
subject to reasonably precise calculation and, unless stated in such legislation or authorization to be of an annually or 
more frequent recuning name, are payable in such year. 

Details of Bonds and City Covenants 

The Act provides that the ordinance authorizing the issuance of the Bonds shall tix the aggregate amounts of the 
Bonds to be issued from time to time and determine, or designate officers of the City to determine, the form and 
details of the Bonds. The City may include in its Bond ordinance various covenants with Bondholders, including 
covenants governing the imposition, collection and disbursement of Project Revenues, Project operation and 
maintenance, the establishment, segregation, maintenance, custody, investment and disbursement of sinking funds 
and reserves, the issuance of additional priority or parity bonds, the redemption of the Bonds and such other 
provisions as the City deems necessary or desirable in the interest or for the protection of the City or of such 
Bondholders. Under the Act the covenants, terms and provisions of the Bond ordinance made for the benefit of 
Bondholders constitute contractllal obligations of the City, but such covenants (within limitations, if any, fixed by the 
Bond ordinance) may he modified by agreement with a majority in interest of the Bondholders or such larger portion 
thereof as may by provided in the Bond ordinance. 

Sinking Fund 

The Act requires that the Bond ordinance shaU provide for the establishment of a sinking fund for the payment of the 
principal of and interest on the Bonds. Payment into such sinking fund shall be made in annual or more frequent 
installments and shall be sufficient to pay or accumulate for payment all principal of and interest on the Bonds for 
which the sinking fund is established as and when the same shall become due and payable. The sinking fund shall be 
managed by the chief fiscal officer of the City and moneys therein to the extent not currently required, shall be 
invested, subject to limitations established by the Bond ordinance and the Act. Interest and profits from investment 
of moneys in the sinking fund shaU be added to such fund and may be applied in reduction of or to complete required 
deposits into the sinking fund. Excess moneys in the sinking fund shall be repaid to the City for its general purposes 
or may be applied as may be provided in the Bond ordinance. All moneys deposited in the sinking fund are subjected 
to a perfected security interest for the benefit of the holders of the Bonds, for which the fund is established, until 
properly disbursed. This perfected security interest also applies, under the terms of the Act, to moneys in the sinking 
fund reserve created as part of the sinking fund by the General Ordinance. 

Refunding 

Any outstanding Bonds issued under the Act or other bonds issued for purposes for which bonds are issuable under 
the Act, whether issued before or after the effective date of the Act, may from time to time be refunded by Bonds 
issued under the Act and are subject to the same protections and provisions required for the issuance of an original 
issue of Bonds. The last stated maturity date of the refunding Bonds may not be later than ten years after the last 
stated maturity date of the Bonds to be refunded. If outstanding Bonds are refunded in advance of their maturity or 
redemption date, the principal thereof and interest thereon to payment or redemption date, and redemption premium 
payable, if any, will no longer be deemed to be outstanding obligations when the City shall have deposited with a 
bank, bank and trust company or hust company, funds irrevocably pledged to the purpose, which are represented by 
demand deposits, interest bearing time accounts, savings deposits, certificates of deposit (insured or secured as 
public funds) or specified obligations of the United States or of the Commonwealth of Pennsylvania to effect such 
redemption or payment or, if interest on the deposited funds to the time of disbursement is also pledged, sufficient, 
together with such interest, for such purpose and, in the case of redemption, shaU have duly called the Bonds for 
redemption or given irrevocable instructions to give notice of such call. 

Validity of Proceedings; Suits and Limitations Thereon 

Prior to delivery of any Bonds, the City must file with the Court of Common Pleas a transcript of the proceedings 
authorizing the issuance of the Bonds. If no action is brought on or before the twentieth day following the date of 



recording of the transcript, the validity of the proceedings, the City's right to issue the Bonds, the lawful nature of the 
purpose for which the Bonds are issued, and the validity and enforceability of the Bonds in accordance with their 
terms may not thereafter be inquired into judicially, in equity, at law, or by civil or criminal proceedings, or 
otherwise, either directly or collaterally, except where a constitutional question is involved. 

Negotiable Instrument 

The Act prov~dt.\ that Bonds Issued thereunder shall have the quabt~es and inc~den~. of secuntles under amcle 8 of 
the Un~form Commercral Code of the Commonwealth and shall be negot~able mshuments 

Exemption from State Taxation 

The Commonwealth pledges with the holders from time to time of Bonds issued under the Act that such Bonds, and 
the interest thereon, shall at all times be free h m  taxation within and by the Commonwealth, but this exemption 
does not extend to gift, succession or inheritance taxes or any other taxes not levied directly on the Bonds and the 
receipt of interest thereon. 

Defaults and Remedies 

If the City should fail to pay the principal of or interest on any Bond when the same shall be due and payable, the 
remedy provisions of the Act permit the holder of such Bond, subject to the limitations described below, to recover 
the amount due in an action in Philadelphia Common Pleas Court; but a judgment rendered in favor of the 
Bondholder in such an action is collectible only from Pledged Amounts. The holders of 25% or more in aggregate 
principal amount of the Bonds of such series then outstanding which are in default, whether because of failure of 
timely payment which is not cured in 30 days, or failure of the City to comply with any other provisions of the Bonds 
or any Bond ordinance, may appoint a trustee to represent them. On being appointed, the tnrstee shall be the 
exclusive representative for the affected Bondholders and the individuals rights of action described above shall no 
longer be available. The trustee may, and upon written request of the holders of 25% or more in aggregate principal 
amount of Bonds in default, and on being furnished with indemnity satisfactory to it, shall, take one or more of the 
following actions, which, if taken, shall preclude similar action, whether previously or subsequently initiated, by 
individual holders of Bonds; enforce, by proceedings at law or in equity, all rigbts of the bolders of the Bonds; bring 
suit on the Bonds; bring suit in equity to require the City to make an accounting for all pledged Project Revenues 
received and to enjoin unlawful action or action in violation of the holders' rights; and, after 30 days' written notice 
to the City, and subject to any limitations in the Bond ordinance, declare the unpaid principal of the Bonds to be 
immediately due and payable, together with interest thereon at the rates stated in the Bonds until final payment, and 
upon the curing of all defaults, to annual such declaration. In any suit, action or proceeding by or on behalf of 
holders of defaulted Bonds, trustee fees and expenses, including operating costs of a project and reasonable counsel 
fees, shall constitute taxable costs, and all such costs and expenses allowed by the Court shall be deemed additional 
principal due on the Bonds and shall be paid in full from any recovery prior to any distribution to the holders of the 
Bonds. The General Ordinance limits any such recovery to Pledged Amounts. The trustee shall make distribution of 
any sums so collected in accordance with the Act. 

Refunding with General Obligation Bonds 

Upon certification by the City's chief fiscal officer that Project Revenues pledged for the payment of Bonds have 
become insufficient to meet the requirements of the ordinance or o r h c e s  under which the Bonds were issued, the 
City Council is empowered, subject to applicable Pennsylvania constitutional debt limitations, to authorize the 
issuance and sale of general obligation refunding bonds of the City, without limitations as to rate of interest, in such 
principal amount (subject to the aforesaid limitations on indebtedness) as may be required, together with other 
available funds, to pay and redeem such Bonds, together with interest to the payment or redemption date and 
redemption premium, if any. 

THE AMENDED AND RESTATED GENERAL AIRPORT REVENUE BOND ORDINANCE 

The 2010 Bonds are being issued under the t e r n  of the General Ordinance and pursuant to the Ninth 
Supplemental Ordinance and the Tenth Supplemental Ordinance. The Ninth Supplemental Ordinance and the Tenth 



Supplemental Ordinance sets forth the specific terms of the 2010 Bondr. Thefollowing summarizes the terms of the 
General Ordinance. AN capitalized terms used in the following summary of the General Ordinance ore de$ned ar 
in the General Ordinance and may be differently referenced in other portions of this m c i a l  Statement. 

Certain Delinitions 

The following is a summary of certain terms defined in the General Ordinance and used in this Ofiicial 
Statement. Reference should be made to the General Ordinance for a full and complete statement of its terms and 
any capitalized terms used herein but not otherwise defined. 

"Accreted Value" means, with respect to Capital Appreciation Bonds, the amount to which, as of any 
specified time, the Original Value of any such Capital Appreciation Bond bas been increased by accretion, all as 
may be provided in an applicable Supplemental Ordinance. 

"Act" means The First Class City Revenue Bond Act, approved October 18, 1972 (Act No. 234, 53 P.S. 
5 15901 to 15924). as from time to time amended. 

"Airport System" means the Airport and Northeast Philadelphia Anport, as such system currently exists or 
hereafter may be developed, expanded, extended or improved from time to time. 

"Amended and Restated General Airport Revenue Bond O r d i i c e "  or "General Ordinance" means the 
Amended and Restated General Auport Revenue Bond Ordinance, as amended from time to time by one or more 
Supplemental Ordinances in accordance with Article V or Article X of the Amended and Restated General Airport 
Revenue Bond Ordinance. 

"Amounts Available for Debt Service" means for any particular period, Project Revenues for that period 
plus: (a) Passenger Facility Charges which are legally available to pay Debt Service Requirements with respect to 
such particular period to the extent such Passenger Facility Charges have been pledged under a Supplemental 
Ordinance, and (b) grants or moneys received from private persons or public agencies, either federal, state or local, 
directly or indirectly for the benefit of the Anport System, to the extent deposited in the Sinking Fund to be used for 
Debt Service Requirements. 

"Assumed Amortization Period" means, with respect to Balloon Bonds, the period of time specified in 
clause (a) or clause (b), as selected by the City: (a) five years; or (b) the period of time exceeding five years set forth 
in an Investment Banker's Certificate delivered to the City, as being not longer than the maximum period of time 
over which indebtedness having comparable terms and security issued or incurred by similar issuers of comparable 
credit standing would need to be amortized, if then being offered, in order to be marketable on reasonable and 
customary terms. 

Notwithstanding the foregoing, such period shall not be in excess of (i) the maximum amortization period 
permitted by the Act, or (ii) the useful life of the assets to be financed, or the remaining useful life of the assets 
being refinanced. 

"Assumed Interest Rate" means with respect to Balloon Bonds, the rate per m u m  (determined as of the 
last day of the calendar month next preceding the month in which the determination of Assumed Interest Rate is 
being made) set forth in an Investment Banker's Certificate delivered to the City, as being not lower than the lowest 
rate of interest at which indebtedness having comparable terms, security and federal tax status amortized on a level 
debt service basis over a period of time equal to the Assumed Amortization Period, and issued or incurred by similar 
issuers of comparable credit standing would, if being offered as of such last day of the calendar month, be marketed 
at par on reasonable and customary terms. 

"Authority" shall mean a municipal authority created pursuant to the Municipal Authorities Act of 1945, as 
amended, or an authority created pursuant to any other applicable statute or to another entity. 

"Aviation Capital Fund" means the Aviation Capital Fund established in Section 4.04 of the General 
Ordinance. 



"Aviation Funds" means, couectively, the Aviation Operating Fund, the Aviation Capital Fund, the Sinking 
Fund (including the Sinking Fund Reserve Account), the Subordinate Obligations Fund, and the Renewal Fund. 

"Aviation Operating Fund" means the operating fund of the Division of Aviation which is so designated in 
the City's books and records and which is established in Section 4.04 of the General Ordinance and described in 
Sections 4.05 and 4.06 of the General Ordinance. 

"Balloon Bonds" means any series of Bonds, or any portion of a series of Bonds, designated by 
Determination as Balloon Bonds, (a) 25% or more of the principal payments (including mandatory sinking fund 
payments) of which are due in a single year, or @) 25% or more of the principal of which may, at the option of the 
holder or holders thereof, be redeemed at one time. 

"Bond" or "Bonds" means any airport revenue bond of the City, authorized and issued, or assumed, under 
one or more supplemental ordinances amending and supplementing the General Airport Revenue Bond Ordinance of 
1978, or the General Ordinance. 

"Bond Committee" means the Mayor, City Conkoller and City Solicitor or a majority thereof 

"Bond Counsel" means a firm of nationauy recognized bond counsel selected by the City 

"Bondholder" or "Holder" means any registered owner of Bonds or holder of Bonds issued in coupon form 
at the time Outstanding. 

"Capital Appreciation Bonds'' means any Bonds issued under the General Ordinance which do not pay 
interest either until maturity or until a specified date prior to maturity, but whose Accreted Value increases 
periodically by accretion to a final Maturity Value. 

"City" means the City of Philadelphia, Pennsylvania 

"City Controller" means the head of the City's auditing department as provided by the Philadelphia Home 
Rule Charter. 

"City Solicitor" means the head of the City's law department as provided by the Philadelphia Home Rule 
Charter. 

"Code" means the lnternal Revenue Code of 1986, as amended 

"Consultants" means nationally recognized Independent registered consulting engineers, registered 
architects, certified public accountants or other Independent qualified experts having broad experience in the 
operation of airport systems of the magnitude and scope of the Auport System. 

"Cost Accounting System" means the system for accounting for the collection, allocation, and reporting of 
revenues, expenses and debt service associated with the operation of the Airport System in accordance with Cost 
Centers as provided for in the Airline Agreements, or if none of the Airline Agreements is in effect, as determined 
by the City, from time to time. 

"Cost Centers" means the cost areas to be used in the Cost Acconnting System as set forth in the Airline 
Agreements, or if none of the Airline Agreements is in effect, then as determined by the City from time to time. 
Such Cost Centers shall initially consist of the mart Area Cost Center, the Terminal Area Cost Center, the Other 
Buildings and Area Cost Center, the Northeast Philadelphia Airport Cost Center, the Outside Terminal Area Cost 
Center and the Auport Services Cost Center, all as defmed in the Airline Agreements. 

"Credit Facility" means any letter of credit, standby bond purchase agreement, line of credit, surety bond, 
insurance policy or other insurance comidment or similar agreement (other than a Qualified Swap or an Exchange 
Agreement) that is provided by a commercial bank, insurance company or other institution, with a current long term 
rating (or whose obligations thereunder are guaranteed by a financial institution with a long term rating) from 



Moody's and S&P (however, the rating by Moody's and S&P. or either of them, shall only be required to the extent 
such Rating Agency is, at the time in question. rating Bonds Outstanding under the General Ordinance) not lower 
than the credit rating of any Series of Bonds which has no Credit Facility, to provide support for a Series of Bonds, 
and shall include any Substime Credit Facility. 

"Debt Service Account" means the Debt Service Account of the Sinking Fund established in Section 4.04 
of the General Ordinance. 

"Debt Service Requirements," with reference to a specified period, means: 

A. amounts required to be paid into any mandatory sinking fond established for the Bonds, for the 
benefit of Bondholders during the period: 

B. amounts needed to pay the principal or redemption price of Bonds maturing during the period and 
not to be redeemed at or prior to maturity through any sinking fund established for the Bonds, for the benefit of the 
Bondholders; 

C. interest payable on Bonds during the period, with adjustments for (i) capitalized interest and 
accrued interest, (ii) any investment income realized from investments in the Aviation Capital Fund, Sinking Fund 
Reserve Account and Remewal Fund to the extent that such investment proceeds are deposited in or credited to the 
Debt Service Account of the Sinking Fund, and (iii) all net amounts payable to the City under a Qualified Swap 
during such period (other than termination amounts payable by a Qualified Swap Provider due as a result of 
termination of a Qualified Swap); and 

D. all net amounts, if any, due and payable by the City under a Qualified Swap (other than 
termination amounts payable lo a Qualified Swap Provider due as a result of termination of a Qualified Swap), a 
Credit Facility, or a Standby Agreement for Bonds during such period secured by a parity pledge of Project 
Revenues as set forth in a Determination or Supplemental Ordinance pursuant to which the related Bonds were 
issued. 

For purposes of estimating Debt Service Requirements for any future period, (i) any Option Bond 
outstanding during such period shall be assumed to mature on the stated maturity date thereof, except that the 
principal amount of any Option Bond that has been tendered for payment before its stated maturity date and has not 
at the time of such estimate been remarketed, shall be deemed to accrue on the date required for payment pursuant to 
the terms of the Standby Agreement: and (ii) Debt Service Requirements on Bonds for which the City has entered 
into a Qualified Swap shall be calculated assuming that the interest rate on such Bonds shall equal the stated fixed or 
variable rate payable by the City on the Qualified Swap or. if applicable and if greater than such stated rate, the 
applicable rate for any Bonds issued in connection with the Qualified Swap adjusted, in the case of a variable rate 
obligation, as provided in Section 5.01 of the General Ordinance; provided that if the Qualified Swap Provider's 
payments under the Qualified Swap are based on an index. then. Debt Service Requirements on such Bonds shall be 
calculated using the sum of (i) the interest rate on the Bonds, and (ii) the difference between the fixed rate obligation 
of the City under the Swap Agreement and such index; provided. further that, for purposes of projecting the 
difference in (ii) above, the City shall be entitled to assume that the difference will be equal to the average 
differential during the period of twenty-four (24) consecutive calendar months preceding the date of calculation or, 
if the Swap Agreement was entered into less than twenty-four (24) months prior thereto, the average differential 
since the date the Swap Agreement was entered into. 

Calculation of Debt Service Requirements with respect to Variable Rate Bonds and Balloon Bonds shall be 
subject to adjustment as permitted by Section 5.Ol(b) of the General Ordinance. 

"Determination" means a determination by the Bond Committee regarding certain matters relating to the 
issuance of a Series of Bonds, made pursuant to the General Ordinance or the Supplemental Ordinance providing 
for the issuance of such Series of Bonds. 

"Director of Finance" means the chief financial officer of the City as established by the Philadelphia Home 
Rule Charter. 



"Division of Aviation" means the division of the Department of Commerce of the City responsible for the 
maintenance, improvement, repair and operation of the Airport System and for the constluction of additional 
facilities for the Airport System or any successor division or Department of the City which is charged by law with 
such responsibility. 

"Effective Date" shall have the meaning set forth in Article I of the General O r d i i c e .  

"Exchange Agreement" means, to the extent from time to time permitted by applicable law, any interest 
exchange agreement, interest rate swap agreement, currency swap agreement or other contract or agreement, other 
than a Qualified Swap that has not been deemed to be an Exchange Agreement pursuant to Section 3.12 of the 
General Ordinance, authorized, recognized and approved by a Supplemental Ordinance or Determination as an 
Exchange Agreement and providing for (i) certain payments by the City, and (ii) payments by an entity whose senior 
long term debt obligations, other senior unsecured long term obligations or claims paying ability, or whose 
obligations under an Exchange Agreement are guaranteed by an entity whose senior long term debt obligations, 
o&er senior unsecured long term obligations or claims paying ability are rated at all times in one of the three highest 
rating categories (without regard to gradation) by Moody's and S&P (however, the rating by Moody's and S&P, or 
either of them, shall only be required to the extent such Rating Agency is then rating Bonds Outstanding under the 
General Ordinance) or the equivalent thereof by any successor thereto as of the date the Exchange Agreement is 
entered into; which payments by the City and counterparty are calculated by reference to fixed or variable rates. 

"Existing Bonds" means any Bonds to the extent the lien of such bonds is not defeased on or prior to the 
Effective Date of the General Ordinance, which Existing Bonds shall be specified in a certificate of the Director of 
Finance on the Effective Date and there& shall be secured by the General Ordinance. 

"Financial Consultant" means a firm of investment bankers, a financial consulting firm, a fm of certified 
public accountants or any other firm which is qualified to calculate amounts required to be rebated to the United 
States pursuant to Section l48(f) of the Code. 

"Fiscal Agent" means a bank or other entity designated as such pursuant to Section 7.01 of the General 
Ordinance or its successor. 

"Fiscal Year" means the fiscal year of the City 

"Fitch" means Fitch Investors Service and any successor thereto. 

"General Airport Revenue Bond Ordinance of 1978" means the General Airport Revenue Bond Ordinance 
of 1978, approved March 16, 1978, as amended and supplemented from time to time. 

"General Obligation Bonds" means the general obligation bonds of the City issued and outstanding from 
time to time to f m c e ,  in whole or in part, improvements to the Arport System and adjudged, pursuant to the 
Constitution and laws of the Commonwealth of Pennsylvania, to be self-sustainiig on the basis of expected Project 
Revenues. 

"Government Obligations" means direct noncallable obligations of, or obligations of the principal of and 
interest on which are M y  and unconditionally guaranteed as to full and timely payment by, the United States of 
America. 

"Interdepartmental Charges" means the actual charges for services performed for the Division of Aviation 
by all officers, deparhnents, boards or commissions of the City which are included in the computation of Operating 
Expenses of the Division of Aviation and allocable to the An'port System. 

"Independent" means a person who is not a salaried employee or elected or appointed official of the City; 
provided, however, that the fact that such person is retained regularly by or transacts business with the City shall not 
make such person an employee within the meaning of this d e f ~ t i o n .  



"Investment Banker's Certificate" means a written estimate of an investment banker selected by the City 
and experienced in underwriting indebtedness of the character of the Bonds in question. 

"Maturity Value" with respect to Capital Appreciation Bonds means the amount due on the maturity date. 

"Moody's" means Moody's Investors Service and any successor thereto. 

"Net Operating Expenses" means Operating Expenses exclusive of Interdepartmental Charges. On and 
after the date on which a h;lnsaction described in Section 9.01 of the General Ordinance is completed, Net Operating 
Expenses may include Interdepartmental Charges at the written direction of the City. 

'Won-Parity Sinking Fund Reserve Requirement" means any Sinking Fund Reserve Requirement referred 
to in clause (ii) of the definition of "Sinking Fund Reserve Requirement" as specified in a Supplemental Ordinance. 

'Won-Parity Sinking Fund Reserve Account" means any account of the Sinking Fund Reserve Account 
created pursuant to a Supplemental Ordinance for a particular Series of Bonds that will not be secured by the Parity 
Sinking Fund Reserve Account, and for which a Non-Parity Sinking Fund Reserve Requirement applies. 

"Northeast Philadelphia Airport" means the airport facility operated by the Division of Aviation, and 
located in the northeast portion of the City as such facility currently exists or hereafter may be developed, extended 
or improved &om time to time. 

"NSS General Obligation Bonds" means the general obligation bonds of the City issued and outstanding 
from time to time to finance, in whole or in part, improvements to the Airport System that have not been adjudged to 
be self-sustaining on the basis of expected Project Revenues. 

"Operating Expenses" means all costs and expenses of the Airport System necessary and appropriate to 
operate and maintain in good operating condition during each Fiscal Year those portions of the Airport System from 
which revenues are derived and which are included within the defmition of Project Revenues, and shall include, 
without limitation, salaries and wages, purchases of services, interest on temporary borrowings to be paid from 
Bonds, costs of materials, supplies and equipment that can be expensed, maintenance costs, costs of any property or 
the replacement thereof or for any work or project, related to the Airport System having an estimated life or 
usefulness and a cost less than minimum standards for capitalization established by the Division of Aviation's 
accounting policies (provided such minimum standards shall in no event be less than the standards set forth in the 
City Charter of the City), pension and welfare plan and worker's compensation requirements, unemployment 
compensation requirements, taxes and payments in lieu of taxes, insurance premiums, provisions for claims, refunds 
and uncollectible receivables and Interdepartmental Charges, all consistently determined in accordance with the 
accrual basis of accounting adjusted to meet the particular requirements of the Airline Agreements and the 
Ordinance, consistently applied, but Operating Expenses shaU exclude depreciation, amortization, and except as 
expressly set forth above, Debt Service Requirements and amounts due under Subordinate Obligations and 
Exchange Agreements. Operating Expenses shall also exclude debt service on General Obligation Bonds and NSS 
General Obligation Bonds. Aggregate financing payments under capitalized lease agreements shall be payable as 
Operating Expenses to the extent payments under such capitalized lease agreements either (i) do not constitute 
Capital Expenditures under the Airline Agreements, or (ii) constitute Capital Expenditures under the Aiiline 
Agreements and have not been disapproved by the Majority-in-Interest under the Airline Agreements. Any 
financing payments on capitalized lease agreements not satisfying the requirements of either clause (i) or (ii) above, 
may be payable in accordance with Section 4.06(i) of the General Ordinance. 

"Option Bond" means any Bond which by its t e r n  may be tendered by and at the option of the Holder 
thereof for payment by the City prior to its stated maturity date or the maturity date of which may be extended by 
and at the option of the Holder thereof. 

"Ordinance" means tbe General Ordinance, as amended fiom time to time by one or more Supplemental 
Ordinances in accordance with Article V or Article X of the General Ordinance. 



"Original Value" with respect to Capital Appreciation Bonds means the principal amount paid by the initial 
purchasers on the date of original issuance. 

"Outside Terminal Area" shall have the meaning ascribed in the Airline Agreements. 

"Outstandig," when used with reference to Bonds, means, as of any date, all Bonds theretofore or 
thereupon being issued and delivered subject to the General Airport Revenue Bond Ordinance of 1978 or the 
General Ordinance except (i) any Bonds canceled by the Fiscal Agent at or prior to such date; (ii) Bonds (or portion 
of Bonds) for the payment or redemption of which moneys, equal to the principal amount, A m t e d  Value or 
redemption price thereof, as the case may be, with interest (except to the extent of any Capital Appreciation Bonds) 
to the date of maturity or redemption date, shall be held in trust under the General Ordinance and set aside for such 
payment or redemption, provided that if such Bonds (or portions of Bonds) are to be redeemed, notice of such 
redemption shall have been given as provided in Article VI of the General Ordinance or provision satisfactory to the 
Fiscal Agent shall have been made for the giving of such notice; (iii) Bonds in lieu of or in substitution for which 
other Bonds shall have been authenticated and delivered pursuant to Article III or Section 6.06 of the General 
Ordinance; and (iv) Bonds deemed to have been paid as provided in Section 1 1 .O1 of the General Ordinance. 

"Parity Sinking Fund Reserve Requirement" means the Sinking Fund Reserve Requirement described in 
clause (i) of the definition of" Sinking Fund Reserve Requirement." 

"Parity Sinking Fund Reserve Account" means the Sinking Fund Reserve Accounl created pursuant to the 
fmt paragraph of Section 4.09 of the General Ordinance. 

"Passenger Facility Charges" means all passenger facility charges collected pursuant to applicable law. 

"Payments-in-Aid of Outside Tenninal Area" means the payment-in-aid of the Outside Terminal area 
required to be made by the Scheduled Airlines pursuant to the Airline Agreements. 

"Permitted Investments" shall mean any of the following obligations, but only to the extent the same are 
legal for investment of funds of the City at the time, under applicable law: 

(a) Government Obligations; 

(b) Qualified Rebate Fund Securities; 

(c) Bonds, notes or other obligations of United States government agencies issued by the Farmers 
Home Administration, Federal Financing Bank, Federal Housing Administration, General Services Administration, 
Government National Mortgage Association, Resolution Funding Corporation, US. Maritime Administration, Small 
Business Administration, Federal Home Loan Banks, Federal Home Loan Mortgage Corporation, Federal National 
Mortgage Association, and Student Loan Marketing Association; 

(d) Interest-bearing time or demand deposits, or certificates of deposit with a maturity date of no 
longer than twenty four months from the date of the inveshnenf or orher similar arrangements with any institution 
(including the Fiscal Agent or its aff~liates) with a bond or deposit rating at all times in the higher of (i) the rating on 
the Bonds Outstanding under the General Ordinance, or (ii) one of the three highest rating categories (without regard 
to gradation), by S&P and Moody's mowever, the rating by Moody's and S&P, or either of them, shall only be 
required to the extent such Rating Agency is then rating Bonds Outstanding under the General Ordinance); with a 
maturity date of no longer than twenty four months from the date of the investment, provided that such deposits, 
certificates, and other arrangements are fully insured by the Federal Deposit Insurance Corporation through the 
Bank Insurance Fund or Savings Association Insurance Fund, or to the extent not insured, are secured by a pledge of 
collateral as provided by laws applicable to funds of the City of Philadelphia; 

(e) Commercial paper (having original maturities of not more than 270 days) rated at all times P-l or 
A-l+ by Moody's and S&P, respectively, however, the rating by Moody's and S&P, or either of them, shall only be 
required to the extent such Rating Agency is then rating Bonds Outstanding under the General Ordinance; 



(0 Investments in money market funds rated at all times in one of the two highest rating categories 
(without regard to gradation) by S&P and Moody's (however, the rating by Moody's and S&P, or either of them, 
shall oaly be required to the extent such Rating Agency is then rating Bonds Outstanding under the General 
Ordinance); 

(g) Repurchase agreements with a term not exceeding twenty four months with the Fiscal Agent or 
any bank with a capital and surplus of at least $100,000,000 and a bond or deposit rating at all times in the higher of 
(i) the rating on the Bonds Outstanding under the General Ordinance, or (ii) one of the three highest rating 
categories of S&P and Moody's (provided that, the rating by Moody's and S&P, or either of them, shall only be 
required to the extent such Rating Agency is then rating Bonds Outstanding under the General Ordinance) which 
bank is a member of the Federal Reserve System, or with government bond dealers recognized as primary dealers by 
the Federal Reserve Bank of New York, that are collateralized with Permitted Investments described in (a) or (b) 
above, having a market value at the time of purchase (inclusive of accrued interest) at least equal to 102% of the full 
amount of the repurchase agreement and which Permitted Investments shall be held by a third party custodian which 
is a bank or !mst company pursuant to a thud party custodial agreement; 

(h) General Obligation bonds of corporations rating in one of the two highest rating categories 
(without regard to gradation) by Moody's and S&P, provided that, the rating by Moody's and S&P, or either of them, 
shall only be required to the extent such Rating Agency is then rating Bonds Outstanding under the General 
Ordinance; 

(i) Collateralized mortgage obligations which are rated in one of the two highest rating categories 
(without regard to gradation) by Moody's and S&P, with a maturity date no later than two years from the date of 
investment; provided that the rating by Moody's and S&P, or either of them, shaU only be required to the extent such 
Rating Agency is then rating Bonds Outstanding under the General Ordinance; 

6 )  Obligations of the Commonwealth or any municipality or other political subdivision of the 
Commonwealth with a maturity date no later than two years from the date of investment, rated by Moody's and S&P 
in one of the three highest rating categories (without regard to gradation); provided that, the rating by Moody's and 
S&P, or either of them, shall only be required to the extent such Rating Agency is then rating Bond Outstanding 
under the General Ordinance; and 

(k) Any other obligation approved in writing by S&P and Moody's to the extent that either is rating 
Bonds Outstanding under the General Ordinance at the time. 

"Philadelphia Home Rule Charter" means the Philadelphia Home Rule Charter, as amended or superseded 
by any new home rule charter, adopted pursuant to authorization of the Fint Class City Home Rule Act approved 
April 21, 1949, P. L. 665 $1 et seq. (53 P. S. 5 13101 et seq.). 

"Pledged Amounts" shaU have the meaning set forth in Section 4.02 of the General Ordinance 

"Prior Bonds" means the bonds issued under the General Airport Revenue Bond Ordinance of 1978 
designated as Arport Revenue Bonds, Series 1978, 1984,1985 and 1988. 

"Project" shall have the meaning assigned to it in the Act, as the same may be amended fiom time to time. 

"Project Revenues" means all of the revenues, rents, rates, tolls or other charges imposed upon all lessees, 
occupants and users of the Auport System and all moneys received by or on behalf of the City h m  all sources 
during any Fiscal Year (except as hereinafter excluded) from or in connection with the ownership, operation, 
improvements and enlargements of the Airport System or any part thereof and the use thereof, including, without 
limitation, revenues pledged or appropriated for the benefit of the Airport System, all rentals, rates, charges, landing 
fees, use charges, concession revenues, income derived from the City's sale of services, fuel, oil, and other supplies 
or commodities, and all other charges received by the City or accrued by it from the Airport System, and any 
investment income realized from the investment of the foregoing, except as provided below, and all accounts, 
contract rights and general intangibles representing the Project Revenues all consistently determined in accordance 



with the accrual basis of accounting adjusted to meet the particular requirements of the Airline Agreements (if any 
of the Airline Agreements are in effect) and the General Ordinance. 

Project Revenues as defined in the preceding paragraph shall not include (a) any and all Passenger Facility 
Charges, or any taxes which the City may from time to time impose upon users of the Aiiort System, (b) any 
governmental grants and contributions in aid of capital projects, (c) such rentals as may be received pursuant to 
Special Facility Agreements for Special Purpose Facilities, (d) proceeds of the sale of Bonds and any income 
realized kom the investment of proceeds of the sale of Bonds maintained in the Aviation Capital Fund and income 
realized from investments of amounts maintained in the Renewal Fund and Sinking Fund Reserve Account, (e) 
except as required by applicable laws, rules or regulations, net proceeds from the sale of Airport assets, including the 
sale or transfer of all or substantially all of the assets of the Airport System under Section 9.01 hereof unless the 
Division of Aviation determines to include any such net proceeds as Project Revenues and such determination is 
evidenced by written notification by the City to the Fiscal Agent, (t) proceeds of insurance or eminent domain (other 
than proceeds that pmvide for lost revenue due to business interruption or business loss), and (g) net amounts 
payable to the City under a Qualified Swap (other than termination amounts payable to a Qualified Swap Provider 
due as a result of termination of a Qualified Swap). 

"Qualified Escrow Securities" means funds which are represented by (a) demand deposits, interest-bearing 
time accounts, savings deposits or certificates of deposih but only to the extent such deposits or accounts are fully 
insured by the Federal Deposit Insurance Corporation or any successor United States governmental agency, or to the 
extent not insured, fully secured and collateralized by Government Obligations having a market value (exclusive of 
accrued interest) at all times at least equal to the principal amount of such deposits or accounts, (b) if at the time 
permitted under the Act, noncallable obligations of the Commonwealth of Pennsylvania or any political subdivision 
thereof or any agency or instrumentality of the Commonwealth of Pennsylvania or any political subdivision thereof 
for which cash Govemment Obligations or a combiition thereof have been irrevocably pledged to or deposited in 
a segregated escrow account for the payment when due of principal or redemption price of and interest on such 
obligations, and any such cash or Government Obligations pledged and deposited are payable as to principal or 
interest in such amounts and on such dates as may be necessary without reinvestment to provide for the payment 
when due of the principal or redemption price of and interest on such obligations, and such obligations are rated by 
Moody's and S&P (however, the rating by Moody's and S&P, or either of them, shall only be required to the extent 
such Rating Agency is then rating Bonds Outstanding under the General Ordinance) in the highest rating category 
(without regard to gradations) assigned by each such rating service to obligations of the same type, or (c) 
noncallable Government Obligations. In each case such funds (i) are subject to withdrawal, maturing or payable at 
the option of the holder, at or prior to the dates needed for disbursement, provided such deposits or accounts, 
whether deposited by the City or by such depository, are insured or secured as public deposits with securities having 
at all times a market value exclusive of accmed interest equal to the principal amount thereof, (ii) are irrevocably 
pledged for the payment of such obligations and (iii) are sufficient, together with the interest to disbursement date 
payable with respect thereto, if also pledged, to meet such obligations in full. 

"Qualified Rebate Fund Securities" means either: 

(a) Govemment Obligations; or 

(b) rights to receive the principal of or the interest on Government Obligations through (i) direct 
ownership, as evidenced by physical possession of such Government Obligations or unmatwed interest coupons or . - .  
by regi&tion as to ownership on thebooks of the issuer or its duly authorized paying agent or aansfer agent or (ii) 
vurchase of certificates or other insments  evidencing an undivided ownership interest in payments of the principal 
bf or interest on Government Obligations held under book-entry with the New ~ o r k  ~ederai deserve Bank; br 

(c) he-refunded Municipal Obligations defmed as follows: Any bonds or other obligations of any 
state of the United States of America or of any agency, instrumentality or local governmental unit of any such state 
which are not callable at the option of the obligor prior to maturity or as to which irrevocable instructions have been 
given by the obligor to call on the date specified in the notice; and which are rated at the time purchased, based on 
the escrow, in the highest rating category of S&P and Moody's. 



"Qualified Swap" or "Swap Agreement" means, with respect to a Series of Bonds, any fmancial 
arrangement that (i) is entered into by the City with an entity that is a Qualified Swap Provider at the time the 
arrangement is entered into: (ii) provides that (a) the City shall pay to such entity an amount based on the interest 
accruing at a fixed rate on an amount equal to the principal amount of all or any portion of the Outstanding Bonds of 
such Series, and that such entity shall pay to the City an amount based on the interest accruing on a principal amount 
initially equal to the same principal amount of such Bonds, at either a variable rate of interest or a fixed rate of 
interest computed according to a formula set forth in such arrangement (which need not be the same as the actual 
rate of interest borne by the Bonds) or that one shall pay to the other any net amount due under such arrangement, 
(b) the City shall pay to such entity an amount based on the interest accruing on the principal amount of all or any 
portion of the Outstanding Bonds of such Series at a variable rate of interest as set forth in the arrangement and that 
such entity shall pay to the City an amount based on interest accruing on a principal amount equal to the same 
principal amount of such Bonds at an agreed fixed rate or that one shall pay to the other any net amount due under 
such arrangement or, (c) the City shall be paid by a Qualified Swap Provider an amount, based on a notional amount 
equal to the principal amount of all or any portion of the Outstanding Variable Rate Bonds of such Series, if the 
interest rate on such Series of Variable Rate Bonds exceeds a previously agreed upon rate, andlor the City shall pay 
to the Qualified Swap Provider an amount, based on a notional amount equal to the principal amount of all or any 
portion of the Outstanding Variable Rate Bonds of such Series, if the interest rate on such Series of Variable Rate 
Bonds is less than a previously agreed upon rate; (iii) bas been approved of in writing by the Scheduled Airlines and 
UPS (provided that the written consent of UPS shall be obtained only to the extent required, as determined in the 
sole discretion of the City); and (iv) which has been designated in writing to the Fiscal Agent by the City as a 
Qualified Swap with respect to the Bonds. 

"Qualified Swap Provider" means, with respect to a Series of Bonds, an entity whose senior long term debt 
obligations, other senior unsecured long term obligations or claims paying ability, or whose payment obligations 
under a Qualified Swap are guaranteed by an entity whose senior long term debt obligations, other senior unsecured 
long term obligations or claims paying ability, are rated (at the time the subject Qualified Swap is entered into) at the 
higher of (i) A by Moody's and A by S&P, or the equivalent thereof by any successor thereto, or (ii) the then current 
rating on Bonds outsranding under the General Ordinance, without taking into account Bonds the rating on which is 
based upon a Credit Facility for such Bonds, provided if all Bonds Outstanding under the General Ordinance are 
rated based upon one or more Credit Facilities, then the senior unsecured long term obligations or claims paying 
ability of the provider shall be at least equal to A by Moody's and S&P. 

"Rate Covenant" means the rate covenant applicable pursuant to Section 5.01 of the General Ordinance. 

"Rating Agency" means Moody's, S&P or Fitch, to the extent that any of such rating services have issued a 
credit rating on the Bonds which is in effect at the time in question or, upon discontinuance of any of such rating 
services, such other nationally recognized rating service or services if any such rating service has issued a credit 
rating on the Bonds at the request of the City and such credit rating is in effect at the time in question. 

"Rebate Bond Year," for purposes of Section 4.14 of the General Ordinance and in order to facilitate 
compliance with the arbitrage rebate requirements of the Code, shall mean the period or periods specified in a 
Supplemental Ordinance or Determination for a Series of Bonds. 

"Rebate Fund" means the Rebate Fund established in Section 4.04 of the General Ordinance. 

"Record Date" means (i) with respect to any Variable Rate Bond, the Business Day immediately preceding 
an interest payment date or a redemption date or the maturity date, or such other date as set forth in the related 
Supplemental Ordinance, and (ii) with respect to Bonds bearing interest in a fixed rate mode or Bonds hearing 
interest at a prescribed fixed rate, the fifteenth (15th) day (regardless of whether it is a Business Day) of the calendar 
month next preceding an interest payment date, a redemption date or maturity date, or such other date as set forth in 
the related Supplemental Ordinance. 

"Remarketing Agent" means a Remarketing Agent appointed in the manner provided in the applicable 
Supplemental Ordinance or Determination authorizing the issuance of Variable Rate Bonds. 



"Remarketing Agreement" means an agreement providing for the remarketing of tendered Variable Rate 
Bonds by a Remarketing Agent, as more fully set forth and defined in the Supplemental Ordinance authorizing any 
Series of Variable Rate Bonds. 

"Renewal Fund" means the Renewal Fund established in Section 4.04 of the General Ordinance 

"Renewal Fund Requirement" means $2,500,000 or such other amount as determined by the Consultant 
ftom time to time to be appropriate taking into account the size and operations of the Airport System. 

"Required Rebate Fund Balance" shall have the meaning set forth in Section 4.14 of the General Ordinance. 

"Scheduled Airlines" means the airlines that are signatories to the Airline Agreements. 

"Second Supplemental Ordinance" means the Second Supplemental Ordinance to the General Ordinance. 

"Series" when applied to Bonds means, collectively, all of the Bonds of a given issue authorized by 
Supplemental Ordinance, as provided in the General Ordinance, and may also mean, if appropriate, a subseries of 
any Series if, for any reason, the City should determine to divide any Series into one or more subseries of Bonds, or 
multiple series of Bonds, as the case may be. 

"S&P" means Standard & Poor's Ratings Group, a division of McGraw Hill and any successor thereto 

"Sinking Fund" means the Sinking Fund established in Section 4.04 of the General Ordinance. 

"Sinking Fund Depositary" means the bank named as such in Section 7.01 of the General Ordinance. 

"Sinking Fund Installment" means an amount so designated which is established pursuant to Section 3.01 
of the General Ordinance. 

"Sinking Fund Reserve Account" means the Sinking Fund Reserve Account established in Section 4.04 of 
the General Ordinance. 

"Sinking Fund Reserve Requirement" means (i) with respect to all Bonds (whether interest thereon is 
includable in, or excludable ftom gross income for Federal income tax purposes) which the City determines will be 
secured by the Parity Sinking Fund Reserve Account, an amount equal to the lesser of (A) the greatest amount of 
Debt Service Requirements on Bonds payable in any one Fiscal Year, determined as of any particular date, or @) 
the maximum amount permitted by the Code to be maintained without yield restriction for bonds, the interest on 
which is not includable in gross income for federal income tax purposes, and (ii) with respect to all Bonds which the 
City determines to secure with a Non-Parity Sinking Fund Reserve Account (whether interest thereon is includable 
in, or excludable from, gross income for Federal income tax purposes), the amount, if any, required to be deposited 
or maintained in the subacwunt of the Sinking Fund Reserve Account as specified in a Supplemental Ordinance. 
For purposes of determining the S i g  Fund Reserve Requirement, Debt Service Requirements will be wmputed 
without regard to any Qualified Swap, Credit Facility or Standby Agreement, and the Debt Service Requirements 
amibutable to any (i) Balloon Bonds, or Variable Rate Bonds shall be calculated in the manner set forth in Section 
5.01(b) of the General Ordinance, or based upon the assumed fixed rate of interest as set forth in the Supplemental 
Ordinance or Determination for such Bonds, and (ii) Option Bonds shall be calculated in the manner set forth in the 
last paragraph under the definition of Debt Service Requirements. 

"Special Facility Agreement" means an agreement entered into by the City and one or more other parties, 
relating to the design, construction, andlor financing of any facility, improvement, structure, equipment, or assets 
acquired or constructed on any land or in or on any structure or buildings that is or are part of the Airport System, all 
or a portion of the payments to the City under which (a) are intended to be excluded from Amounts Available for 
Debt Service, and (b) may be pledged to the payment of Special Facility Revenue Bonds. 

"Special Facility Revenue Bonds" means any City revenue bonds or notes authorized and issued for the 
purpose of acquiring, constructing, or improving a Special Purpose Facility leased to, or contracted for operation by, 



any person or persons, under a specific lease or contract requiring the user or users thereof to provide for the 
payment of rentals or sums adequate to pay all principal, interest redemption price, reserve requirements, if any, as 
required in the legislation authorizing the Special Facility Revenue Bonds (the "debt service charges") on the 
Special Facility Revenue Bonds. 

"Special Purpose Facility" means any facility acquired or constructed for the benefit or use of any person or 
persons and the costs of construction and acquisition of which are paid for (a) by the obligor under a Special Facility 
Agreement, (b) from the proceeds of Special Facility Revenue Bonds, or (c) both. 

"Standby Agreement" with respect to a Series of Bonds, means an irrevocable letter of credit and related 
reimbursement agreement, line of credit standby bond purchase agreement or similar agreement providing for the 
purchase of all or a portion of the Bonds of such Series, as amended, supplemented or extended kom time to time. 

"Standby Purchaser,'' with respect to a Series of Bonds, means the provider of the Standby Agreement for 
such Series of Bonds. 

"Subordinate Obligation" means any obligation referred to in, and complying with the provisions of, 
Section 5.04(h) of the General Ordinance. 

"Subordinate Obligation Fund" means the Subordinate Obligation Fund established in Section 4.04 of the 
General Ordinance. 

"Subordinate Obligation Ordinance" means the ordinance, and any supplements or amendments thereto 
authorizing the issuance of a series of Subordinate Obligations. 

"Substitute Credit Facility" means any letter of credit, standby bond purchase agreement, line of credit, 
surety bond, insurance policy or other insurance commitment or similar agreement (other than a Qualified Swap or 
an Exchange Agreement) that replaces a Credit Facility and is provided by a commercial bank, insurance company 
or other financial institution with a then current long term credit rating (or whose obligations thereunder are 
guaranteed by a financial institution with a long term rating) from Mwdy's and S&P (however, the rating by 
Moody's and S&P, or either of them, shall only be required to the extent such Rating Agency is, at the time in 
question, then rating Bonds Outstanding under the General Ordinance) not lower than the credit rating of any Series 
of Bonds which has no Credit Facility; provided that in no event shall such substitution take place unless Moody's 
and S&P acknowledge in writing that such substitution, in and of itself, will not result in a lowering, suspension or 
withdrawal of the rating on the Bonds secured by such Credit Facility. 

"Supplemental Ordinance" means an ordinance supplemental to the General Ordinance enacted pursuant to 
the Act and the General Ordinance by the Council of the City. 

"Tender Agent," with respect to a Series of Bonds, means any commercial bank or trust company organized 
under the laws of any state of the United States or any national banking association designated as a tender agent for 
such Series of Bonds, and its successor or successors hereafter appointed in the manner provided in the applicable 
Supplemental Ordinance or Determination. 

"Uncertificated Bond" means any Bond which is fully registered as to principal and interest and whicb is 
not represented by an instrument. 

"UPS" means United Parcel Service and its successors. 

"UPS Agreement" means that certain agreement between the City and United Parcel Service dated as of 
December 18, 1985, as amended from time to time.' 

I The UPS Apemen1 expired on June 30,2006 and is superseded by the Use and Lease Agreements defined herein. 
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"Use and Lease Agreements" mean the Airline - Ampart Use and Lease Agreements (the "Airline 
Agreements) currently in effect, if any and, as amended from time to time, between the City and the Scheduled 
Airlines providing for the construction of capital improvements to the Airport System, the financing of such 
improvements, the use and occupancy of portions of the Airport System by the Scheduled Airlines and the rates, 
rents and charges to be paid by the Scheduled Airlines for such use and occupancy as therein provided. 

"Variable Rate Bond means any Bond, the rate of interest on which is subject to change prior to maturity 
and cannot be determined in advance of such change. 

SUMMARY OF OPERATIVE PROVISIONS OF THE GENERAL ORDINANCE 

The following is a summary of certain operative provisions of the General Ordinance. Reference should be 
made to the General Ordinance for a fuN and complete statement of its provisions and the meaning of any 
capitalized terms used herein but not otherwise defined. 

Authorizstiou, Scope and Purpose; Effective Date 

The General Ordinance was enacted pursuant to the provisions of The First Class City Revenue Bond Act 
for the purpose of amending and restating in full, the General Purport Revenue Bond Ordinance of 1978, approved 
on March 16, 1978, as supplemented and amended. The General Ordinance became effective immediately and 
without any further action by City Council upon the consent of the Holders of at least 67 percent of the Outstanding 
Bonds (the "Effective Date"). On the Effective Date, the General Airport Revenue Bond Ordinance of 1978 and all 
supplements thereto were no longer in force or with any effect; provided that supplements to the General Airport 
Revenue Bond Ordinance of 1978 relating to Existing Bonds were deemed to be supplements to the General 
Ordinance on and after the Effective Date, to the extent such supplements were not inconsistent with the General 
Ordinance. 

Concerning the Bonds 

Form and Terms of  Bondr. The awegate principal amount of Bonds which may be issued or assumed, 
authenticated and delivered under the General Ordinance is unlimited, but prior to the issuance or assumption of 
such Series of Boods, the City shall enact a Supplemental Ordinance authorizing such Series and the maximum 
aggregate principal amount of such Series and comply with all conditions in Section 5.04 of the General Ordinance 
(described under "Conditions and Provisions Relating to Issuing Bonds" hereinafter) and all conditions in the Act 
pertaining to the issuance or assumption of Airport revenue bonds. 

A Series of Bonds may be secured by a Credit Facility or Standby Agreement meeting the requirements of 
the General Ordinance and the applicable Supplemental Ordinance. In connection with the issuance of its Bonds or 
at any time thereafter so long as a Series of Bonds remains Outstanding, the City also may enter into Qualified 
Swaps or Exchange Agreements if the Bond Committee determines that any such Qualified Swap or Exchange 
Agreement will assist the City in more effectively managing its interest costs. The City's payment obligation under 
any Qualified Swap (other than termination amounts payable to a Qualified Swap Provider due as a result of 
termination of a Qualified Swap) shall be made from the Sinking Fund and its payment obligation under any such 
Exchange Agreement shall be made in accordance with Section 4.06(e) of the General Ordinance. Unless otherwise 
acknowledged in writing by S&P, that execution and delivery of such Qualified Swap Agreement or Exchange 
Agreement will not, in and of itself, result in a downgrade, suspension or withdrawal of the credit ratings on any 
Bonds Outstanding under the General Ordinance, the City will not enter into any Qualified Swap or Exchange 
Agreement. 

Notwithstanding anythmg to the conhary in the General Ordinance, any W f i e d  Swap or Exchange 
Agreement entered into after June 15,2005, may only be executed if authorized by Resolution of the City Council. 



Issuance of Bonds 

Puruns~ o f  Bond; Cornhinorion of  Prolc.cfs for F i n o n ~ w ~  P u r ~ o s e . ~  Thc Bonds ishued or assum~.d under 
the General Ordinance shall be ~ssued or assumed for the numose l i )  of nwine the costs of Proiects relatine to the . *  - 
Airport System of the City, (ii) of reimbursing any fund of & c ~ G  from which such costs shai have heenlpaid or 
advanced together with interest thereon, (iii) of funding any of such costs for which the City shall have outstanding 
bond anticipation notes or other obligations, (iv) of refunding any Bonds or bonds of the City issued for the 
foregoing purposes, or (v) of refunding any General Obligation Bonds or NSS General Obligation Bonds. 

Pledge of Revenues; Grant of Security Interest; Limitation on Recourse 

The City pursuant to the General Ordinance pledges for the security and payment of all Bonds and thereby 
grants to Bondholders a lien on and security interest in: (i) all Project Revenues, (ii) amounts payable to the City 
under a Qualified Swap, (iii) except as provided in Section 4.09 of the General Ordinance (with respect to a non- 
parity reserve fund), all amounts on deposit in or credited to the Aviation Funds and (iv) proceeds of the foregoing 
((0-(iv) collectively are referred to herein as, the "Pledged Amounts"). The City may pledge Passenger Facility 
Charges pursuant to a Supplemental Ordinance and such Passenger Facility Charges, and proceeds thereof, shall 
constitute Pledged Amounts; provided, however, that if as a result of applicable law, rules and regulations, such 
Passenger Facility Charges may only be pledged to secure one or more specified Series of Bonds, such pledged 
Passenger Facility Charges, and proceeds thereof, shall constitute Pledged Amounts solely with respect to such 
Series of Bonds; provided, further, that Passenger Facility Charges shall not constitute Pledged Amounts or 
Amounts Available for Debt Service under the General Ordinance unless the City first receives written confirmation 
from all Rating Agencies then rating any Bonds Outstanding under the General Ordinance, that the pledge of 
Passenger Facility Charges in and of itself will not result in a downgrade, suspension or withdrawal of rating on any 
Bonds Outstanding under the General Ordinance, without taking into account Bonds the rating on which is based 
upon one or more Credit Facilities for such Bonds, provided that if all Bonds Outstanding under the General 
Ordinance are rated based upon a Credit Facility, then Passenger Facility Charges may be pledged only upon receipt 
by the City of written consent by the providers of all such Credit Facilities. To the extent that the Fiscal Agent 
maintains such Pledged Amounts, the Fiscal Agent shall hold and apply the security interest granted by the General 
Ordinance in the Pledged Amounts, in bust, for the equal and ratable benefit and security of all present and future 
Holders of Bonds issued pursuant to the provisions of the General Ordimance and each Supplemental Ordinance, 
without preference, priority or distinction of any one Bond over any other Bond; provided however, that the pledge 
of the General Ordinance may also be for the benefit of the provider of a Credit Facility, Standby Agreement or 
Qualified Swap (other than with respect to termination amounts payable to a Qualified Swap Provider due as a result 
of termination of a Qualified Swap). or any other person who undertakes to provide moneys for the account of the 
City for the payment of principal or redemption price of and interest on any Series of Bonds, on an equal and ratable 
basis with Bonds, to the extent provided by any Supplemental Ordinance or Determination. 

Amounts constituting revenues. rents, rates, tolls or other charges genaated or allocable to the Outside 
Terminal Area may be pledged under the General Ordinance as Project Revenues, only if there shall be delivered to 
the Fiscal Agent: (i) a written statement supported by appropriate schedules and summaries, that on the basis of 
historical. and estimated future annual financial operations of the Airport System, from which Amounts Available 
for Debt Service are to be derived, the Airport System will, in the opinion of the Consultant, yield Amounts 
Available for Debt Service for each of the five Fiscal Years (or three Fiscal Years in the event that the Consultant is 
professionally unable to provide an opinion for a period in excess of three Fiscal Years) ended immediately 
following the pledge of amounts described above, suffkient to comply with the Rate Covenant, and (ii) for so long 
as any of the Airline Agreements are in effect, with the prior written consent of the Scheduled Airlines to amend the 
Airline Agreements so that they reflect the foregoing modifications. For purposes of the statement in clause (i) 
above, the defition of "Operating Expenses" shall be deemed to include projected operating expenses of the 
Outside Terminal Area and Debt Service Requirements shall be deemed to include the debt service on any Bonds 
assumed or to be assumed under the General Ordinance, and any Qualified Swap, Credit Facility or Standby 
Agreement related thereto which is secured by a parity pledge of Project Revenues. 

Neither the Bonds nor the City's reimbursement or other contractual obligations under any Credit Facility, 
Standby Agreement, Qualified Swap or Exchange Agreement shall constitute a general indebtedness or a pledge of 
the full faith and credit of the City within the meaning of any Constitutional or statutory provision or limitation of 
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indebtedness. No Bondholder or beneficiary of any of the foregoing agreements shall ever have the rig& directly or 
indirectly, to require or compel the exercise of the ad valorem taxing power of the City for the payment of the 
principal and redemption price of or interest on the Bonds or the making of any payments under the General 
Ordinance. The Bonds and the obligations evidenced thereby and by the foregoing agreements, shall not constitute a 
lien on any property of or in the City, except as set forth in this section. 

Bonds to be Parity Bonds 

All Bonds issued under the General Ordinance shall be parity Bonds equally and ratably secured by the 
pledge of and grant of the security interest described in the preceding section, except as provided for in the 
preceding section and the section below entitled "Sinking Fund Reserve Account" without preference, priority or 
distinction as to lien or otherwise, except as otherwise hereinafter provided, of any one Bond over any other Bond or 
as between principal and interest. 

Subordinate Obligations issued pursuant to a Subordinate Obligation Ordinance shall be secured (i) by a 
pledge of and grant of the security interest in Project Revenues to the extent required to be deposited in the 
Subordinate Obligations Fund and (ii) the amounts on deposit in or credited to the Subordinate Obligations Fund 
subject and subordinate to the payment of the amounts described in clauses (a) through (d) of the section below 
entitled "Transfer from Aviation Operating Fund to Other Funds and Accounts" from Amounts Available for Debt 
Service and subject to the elimination of any deficiency in any fund or account established under the General 
Ordinance or under any Supplemental Ordinance. 

Pursuant to the General Ordinance, the City reserves the right, and nothing in the General Ordinance shall 
be construed to impair such right, to finance improvements to the Anport System by the issuance of its General 
Obligation Bonds, NSS General Obligation Bonds, Special Facility Revenue Bonds or Subordinate Obligations 
under ordinances other than Supplemental Ordinances; provided that in the case of any Anport System revenue 
bonds or notes for the payment of which Project Revenues shall be used or pledged, payment of such Airport 
System revenue bonds shall be subject and subordinate to the payment from such Project Revenues of the payments 
described in the section below entitled "Transfer h m  Aviation Operating Fund to Other Funds and Accounts" and 
subject to the elimination of any deficiency in any fund or account established under the General Ordinance or under 
any Supplemental Ordinance. 

Establishment of Funds and Accounts 

The following funds and accounts are established pursuant to the General Ordinance and shall be held by 
the City: (a) Aviation Operating Fund; (b) Aviation Capital Fund; and (c) Rebate Fund. 

The following funds and accounts are established pursuant to the General Ordinance or, have heretofore 
been established and shall be maintained by the Fiscal Agent: (a) Sinking Fund and within such Sinking Fund, a 
Sinking Fund Reserve Account, a Debt Service Account and a Charges Account; @) Subordinate Obligation Fund; 
and (c) Renewal Fund. 

On the Effective Date of the General Ordinance, the City transferred or caused to be transferred or credited 
on its books and records all amounts maintained in or credited to the funds and accounts created under the General 
Anport Revenue Bond Ordinance of 1978 as set forth in the General Ordinance. 

Nothing in the General Ordinance shall be construed to prevent the City from establishing, in connection 
with the issuance of one or more Series of Bonds, additional funds or accounts to be held for the benefit of one or 
more Series of Bonds issued under the General Ordinance, as set forth in Supplemental Ordinances; provided that, 
no such additional funds or accounts shall be established unless, in the opinion of Bond Counsel, establishment of 
additional funds or accounts would not (i) adversely affect the exclusion of interest on Bonds, if any, h m  gross 
income for federal income tax purposes, or (ii) materially adversely affect the security or interests of Bondholders. 
If required by law, rules or regulations. the City shall establish and maintain a separate account within the Sinking 
Fund for pledged Passenger Facility Charges. 



S e m a t i o n  ofAviarion Fundr; Deuosit ofProiect Revenues into Aviation Oueratina Fund 

(a) The Aviation Funds shall be held separate and apart from all other funds and accounts of the City 
and the Fiscal Agent and the funds and accounts therein shall not be commingled with, loaned or transferred among 
themselves or to any other City funds or accounts except as expressly permitted in the General Ordinance. 

(b) The City shall, upon receipt of any Project Revenues, deposit such Project Revenues into the 
Aviation Operating Fund. Any Passenger Facility Charges that constitute Amounts Available for Debt Service 
under the General Ordinance, shall be deposited directly into the appropriate account or subaccount of the Sinking 
Fund to the extent required to pay debt service on Bonds. The City and Fiscal Agent also shall cause to be deposited 
into the Aviation Operating Fund, Sinking Fund Reserve Account, Sinking Fund, and Renewal Fund proceeds of 
Bonds as designated by Supplemental O r d i i c e  or Determination and any other funds directed to be deposited into 
the Aviation Operating Fund, Sinking Fund Reserve Account, Sinking Fund, or Renewal Fund by the City. The 
Fiscal Agent shall, at the written direction of the City, disburse from the Aviation Operating Fund the amounts and 
at the times specified below in the section entitled "Transfer from Aviation Operating Fund to Other Funds and 
Accounts." 

(c) (i) If at any time sufficient moneys are not available in the Aviation Operating Fund to pay 
Operating Expenses and to make the transfers required by the section below entitled "Transfer from Aviation 
Operating Fund to Other Funds and Accounts", or if a deficiency exists in the Aviation Capital Fund, then, subject to 
the requirements of (ii) and (iii) below, amounts on deposit in the Aviation Capital Fund and Renewal Fund may be 
loaned, at the written direction of the City, to the Aviation Operating Fund for the payment of such Operating 
Expenses and to make transfers required by the section below entitled "Transfer from Aviation Operating Fund to 
Other Funds and Accounts", to the extent of the deficiency, and amounts on deposit in the Aviation Operating Fund 
and Renewal Fund may he loaned, at the written direction of the City, to the Aviation Capital Fund, to the extent of 
the deficiency. Notwithstanding anything to the contrary in this subparagraph (c), during any Fiscal Year, loans 
from the Aviation Capital Fund and loans from the Aviation Operating Fund pursuant to this section at any time 
shall not exceed in the aggregate 5% of the Division of Aviation's budgeted Operating Expenses net of Debt Service 
Requirements for such Fiscal Year. 

(ii) Loans from the Aviation Capital Fund to the Aviation Operating Fund shall be made only 
to the extent of unencumbered capital amounts in the Aviation Capital Fund, and may be spent only for purposes 
authorized under applicable federal, state and local law. Any amounts borrowed from the Aviation Capital Fund 
shall be repaid on the earlier to occur of: (I) the date the funds are required by the Division of Aviation for purposes 
of the Aviation Capital Fund, (2) the date proceeds of Bonds, bonds or notes become available to the City for 
reimbursement of the expenditures made with the money borrowed, or (3) the last day of the twelve-month period 
beginning on the date the loan was made, in which case repayment may be made from the Renewal Fund; 

(iii) Loans from the Aviation Operating Fund to the Aviation Capital Fund shall be made only 
to the extent of any surplus in the Aviation Operating Fund; provided that a Consultant delivers a written 
certification to the Fiscal Agent that the Division of Aviation will have, after making the loan, sufficient funds in the 
Aviation Operating Fund to pay all Operating Expenses when payable and the Debt Service Requirements up to and 
including the later of: the last day of the Fiscal Year in which the loan takes place or, the next interest payment date. 
Amounts loaned to the Aviation Capital Fund shall be used for the following purposes: (I) capital projects 
previously approved by the Scheduled Airlines in accordance with the Airline Agreements, or (2) capital projects for 
which an appropriation has been made. Any amounts borrowed shall be repaid no later than the date the funds are 
required by the Division of Aviation for purposes of the Aviation Operating Fund. 

Transfer from Aviation Operatin% Fund to Other Fun& andAccounts. Amounts on deposit in the Aviation 
Operating Fund Operating Fund shall be applied by the City or the Fiscal Agent, as the case may be, in the following 
manner and in the following order of priority: 

(a) to pay such sums constituting Net Operating Expenses in a timely manner; 

(b) for deposit in the appropriate accounts of the Sinking Fund, the amount necessary to provide for 
the timely payment of Debt Service Requirements; 



(c) for deposit in the Sinking Fund Reserve Account or the appropnate subaccount thereof, the 
amount, if any, required to eliminate any deficiencies therein, provided, however, in the event there are insuflicient 
amounts available to replenish all of the accounts or subaccounts within the Sinking Fund Reserve Account, the 
amount to be deposited in each Sinking Fund Reserve Account or subaccount shall be determined by dividing the 
Sinking Fund Reserve Requirement on the Outstanding Bonds secured thereby by the sum of the Sinking Fund 
Reserve Requirements on all Bonds Outstanding under the General Ordinance and multiplying that result by the 
total amount available to be deposited under this clause (c); 

(d) for deposit in the Renewal Fund, the amount, if any, required to eliminate any deficiency therein, 
and to pay amounts due and payable under Exchange Agreements; 

(e) to pay termination amounts to a Qualified Swap Provider due as a result of the termination of a 
Quah6ed Swap and termination amounts payable to JF' Morgan Chase Bank -New York with respect to Payments 
upon Early Termination on the Interest Rate Swap Transaction effective June 15,2005; 

(0 for deposit in the Subordinate Obligation Fund (i) the amount necessary to provide for the timely 
payment of the principal or redemption price of and interest on Subordinate Obligations, (ii) on or before the dates 
that other payments are due under any credit facility, liquidity facility or swap agreement constituting Subordinate 
Obligations, to deposit the amount necessary to make such payments, (iii) f o m d  to the paying agent in respect of 
bond anticipation notes (payable by exchange for, or out of the proceeds of the sale of Subordinate Obligations) the 
amount necessary to provide for the timely payment of interest thereon (to the extent not capitalized), and (iv) 
deposit in the applicable subaccount of the sinking fund reserve account for a series of Subordinate Obligations the 
amounts, if any, required to eliminate any deficiency in such account; 

(g) to pay to the City the amount necessary to provide for the timely payment of the principal or 
redemption price of and interest on General Obligation Bonds;' 

@) to pay any Interdepartmental Charges; 

(i) to pay to the City the amount necessary to provide for the timely payment of the principal or 
redemption price of and interest of NSS (non-self-sustaining) General Obligation ~onds; '  and 

Any amounts remaining in the Aviation Operating Fund following any transfer then required to be made 
pursuant to subparagraphs (a)+) above, may be used at the written direction of the City for any Airport System 
purposes. In the Airline Agreement, the City bas provided its written direction to use such remaining amounts as 
provided in subparagraphs 6)-(m) below. 

So long as any Bonds or bonds are outstanding, the deposit and application of Project Revenues for each 
Fiscal Year during the term of the Airline Agreement shall be governed by the General Ordinance. The City is 
expressly permitted in the General Ordinance to use amounts remaining in the Aviation Operating Fund following 
any transfers pursuant to subparagraphs (a)-(i) above for the Bond Redemption and Improvement Requirement, the 
O&M Requirement, the Airline Revenue Allocation, and City Revenue Allocation. Pursuant to Section 4.06 of the 
General Ordinance, any amounts remaining in the Aviation Operating Fund following any eansfer then required to 
be made pursuant to subparagraphs (a)-(i) above may be used for any Airport System purposes at the written 
direction of the City. The City has directed that such amounts remaining will be applied or credited in the following 
manner: 

(i) Bond Redemption and Improvement Account. The Bond Redemption and Improvement Account 
is available for use by City for the payment of deficiencies with respect to the Debt Service Requirements or 
deficiencies with respect to the Sinking Fund Reserve Requirement as provided under the General Ordinance. If no 
such deficiencies exist, City is not in default under the General Ordinance and a Majority-in Interest of the Eligible 
Signatory Airlines, determined pursuant to the Airfield Area MI1 Formula, mutually agree (whose agreement will 
not be unreasonably withheld), the Division of Aviation can use such amounts for repair, renewals, replacements or 

' No general obligation debt of the City described in paragraphs g and I above are currently outstanding. 
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alterations to the Airport System; redemption of Bonds; costs of Capital Projects or equipment; purchase of Bonds, 
arbitmge rebate pursuant to Section 148(f) of the Code or for any lawful Airport System purposes. In addition to the 
initial deposit of sixteen million eight hundred thousand dollars ($16,800,000) into the Bond Redemption and 
Improvement Account, the City will make periodic deposits therein. For the sole purpose of establishing a dollar 
amount for the Bond Redemption and Improvement Requirement, and expressly not for the purpose to establish a 
debt service reserve fund as set forth in the General Ordinance, the Bond Redemption and Improvement 
Requirement shall mean an amount not to exceed the lesser of (i) the amount of Debt Service Reserve Surety Bonds 
fulfilling the City's Sinking Fund Reserve Requirements, or (ii) such dollar amount required to maintain a dollar 
balance in the Bond Redemption and Improvement Account equal twenty percent (20%) of the Debt Service 
Requirement in Fiscal Year 2010, and twenty five percent (25%) of the Debt Service Requirement thereafter. The 
Bond Redemption and Improvement Account may be funded with amounts remaining, if any, following any and all 
transfers required by subparagraphs (a)-(i) above. 

( I )  Notwithstanding the foregoing, for each and every Fiscal Year during the term of Airline 
Agreement, the interest earned on the balance of the Bond Redemption and Improvement Account shall 
first be used to reduce the Bond Redemption and Improvement Requirement for the following Fiscal Year 
and the remaining interest and any excess balance in the Bond Redemption and Improvement Account due 
to a reduction in the Debt Service Requirement, if any, shall be transferred to the Aviation Operating Fund 
and then allocated to the Airport Cost Centers in proportion to the Debt Service Requirement for each such 
Airport Cost Center as a Non-Airline Revenue. 

(2) The net Bond Redemption and Improvement Requirement shall be allocated on the basis 
of Debt Service Requirements to the Anport Cost Centers. 

(k) O&M Account. The 0&M Account is available for use by City for the payment of Operating 
Expenses in City's sole discretion in the event the then current Airport Revenues allocated to Operating Expenses in 
the Annual Budget are deemed to be insufficient. If a Majority-in Interest of the Eligible Signatory Airlines, 
determined purmant to the Airfield Area MI1 Formula, and City mutually agree (whose agreement will not be 
unreasonably withheld), any balance then can be used for repairs, renewals, replacements, alterations, the 
redemption of Bonds or bonds or for any Airport System purposes. Notwithstanding the foregoing, City has no 
reasonable expectation that funds in the O&M Account will be used to pay Debt Service since the account is being 
created to pay Operating Expenses. The City will make an initial deposit in the O&M Account in the amount of 
fifteen million dollars ($15,000,000). The O&M Account may be funded with amounts remaining, if any, following 
any and all transfers required by subparagraphs (a)-(if above. Thereafter, the O&M Requirement shall mean an 
amount not to exceed one million dollars ($1,000,000) per Fiscal Year to be deposited in the O&M Account to 
maintain a balance equal to ten percent (10%) of Operating Expenses. 

(I) Notwithstanding the foregoing, for each and every Fiscal Year during the term of the 
Agreement, the interest earned on the balance of the O&M Account shall first be used to reduce the O&M 
Requirement for the following Fiscal Year and the remaining interest and any excess balance in the O&M 
Account due to a reduction in Operating Expenses, if any, shall be transferred to the Aviation Operating 
Fund, then allocated to the Airport Cost Centers in proportion to the Operating Expenses for each such 
Airport Cost Center as a Non-Airline Revenue. 

(2) The net O&M Requirement shall be allocated on the basis of Operating Expenses to the 
Airport Cost Centers. 

(1) Airline Revenue Allocation. The Airline Revenue Allocation shall be calculated from any 
amounts remaining in the Aviation Operating Fund if any, following any and all transfers required by subparagraphs 
(a)-(k) above. Commencing in Fiscal Year 2008 and for each Fiscal Year thereafter during the term of the Airline 
Agreement, the Airline Revenue Allocation shall be equal to fifty percent (50%) of the prior Fiscal Year's total net 
revenue from the Outside Terminal Areas Cost Center reduced by an amount of up to seven million dollars 
($7,000,000), to the extent net revenue from the Outside Terminal Areas Cost Center equals or exceeds seven 
million dollars ($7,000,000). The Airline Revenue Allocation for Fiscal Year 2008 and each Fiscal Year thereafter, 
if any, shall first be credited to the Other Buildings and Areas Cost Center to determine the Airfield Area 
Requirement for such Fiscal Year and then, if the Airline Revenue Allocation exceeds the deficit of the Other 



Buildings and Areas Cost Center, the excess shall be allocated pro rata to the Airfield Area Cost Center and 
Terminal Area Cost Center based on airline revenue aUocable to such cost center. 

(m) Discretionary Account. FoUowing any and al l  transfers required by subparagraphs (a)-(I) above, 
any amounts remaining in the Aviation Operating Fund, less the Airline Revenue AUocation shall be deposited in 
the Discretionq Account to be used at the written direction of the City for any Airport System purposes. 

Sinkinn Fund. Except as set forth in Sections 4.02, 4.04 and 4.09 of the General Ordinance, the Sinking 
Fund shall be a consolidated fund for the equal and proportionate benefit of the Holders of all Bonds from time to 
time Outstanding, Credit Facilities, Standby Agreements, and Qualified Swap Agreements secured by a parity 
pledge of Project Revenues and payable pursuant to subparagraph (c) of the section above entitled "Transfer from 
Aviation Operating Fund to Other Funds and Accounts", and each account therein may be invested and reinvested 
on a consolidated basis in accordance with Section 9 of the Act. 

The Fiscal Agent, as directed by the City by Supplemental Ordinance, Determination or other written 
direction, shall pay out of the Debt Service Account of the Sinking Fund to the designated paying agent or agents (i) 
on or before each interest payment date for any of the Bonds the amount required for the interest payable on such 
date; and (ii) on or before each principal, redemption or prepayment date for any Bonds, the amount required for the 
principal, redemption or prepayment payable on such date, and (iii) on or before the respective due dates the 
amounts, if any, due under any Swap Agreements (other than termination amounts payable to a Qualified Swap 
Provider due as a result of termination of a Qualified Swap). Such amounts shall be applied by the designated 
paying agent or agents on the due dates thereof. The Fiscal Agent shall also pay out of the Debt Service Account of 
the Sinking Fund the accrued interest included in the purchase price of Bonds purchased for retirement and on or 
before the due dates any amounts owing by the City under any Credit Facility or Standby Agreement, payable kom 
the Debt Service Account, on account of advances to pay principal of or interest or redemption premium on Bonds. 

Amounts accumulated in the Debt Service Account with respect to any Sinking Fund Installment (together 
with amounts accumulated therein with respect to interest on the Bonds for which such Sinking Fund Installment 
was established) if so directed by the City, shaU be applied by the Fiscal Agent, on or prior to the 60th day preceding 
the due date of such Sinking Fund Installment, to the purchase of Bonds of the Series, maturity and interest rate 
within each maturity for which such Sinking Fund Installment was established. All purchases of Bonds pursuant to 
this paragraph shall be made at prices not exceeding the applicable sinking fund redemption price of such Bonds 
plus accrued interest, and such purchases shall be made by the Fiscal Agent as directed by the City. As soon as 
practicable after the 42nd day preceding the due date of any such Sinking Fund Installment, the Fiscal Agent shall 
proceed to caU for redemption, by giving notice as provided in Section 6.03 of the General Ordinance, on such due 
date Bonds of the Series, maturity and interest rate within each maturity for which such Sinking Fund Installment 
was established (except in the case of Bonds maturing on a Sinking Fund Installment date) in such amount as shall 
be necesmy to complete the retirement of the unsatisfied balance of such Sinking Fund Installment alter making 
allowance for any Bonds purchased pursuant to Section 4.10 of the General O r d i c e  which the City bas directed 
the Fiscal Agent to apply as a credit against such Sinking Fund Installment as provided in Section 4.08 thereof. The 
Fiscal Agent shall pay out of the Sinking Fund to the appropriate paying agent or agents, on or before such 
redemption date (or maturity date) the amount required for the redemption of the Bonds so called for redemption (or 
for the payment of such Bonds then maturing) and such amount shall be applied by such paying agent or agents to 
such redemption (or payment). All expenses in connectiou with the purchase or redemption of Bonds shall be paid 
by the City from Amounts Available for Debt Service, or other amounts available therefor. 

In the event of the refunding of any Bonds, the Fiscal Agent shall, if the City so directs in writing, 
withdraw from the Sinking Fund all, or any portion of, the amounts accumulated therein with respect to principal or 
interest on the Bonds being refunded and deposit such amounts with itself or another financial institution serving as 
escrow agent to be held for the payment of the principal or redemption price, if applicable, and interest on the Bonds 
being refunded; provided that such withdrawal shall not be made unless immediately thereafter the Bonds being 
refunded shall be deemed to have been paid pursuant to Section 11.01 of the General Ordiance. In the event of a 
refunding, the City may also direct the Fiscal Agent to withdraw 6om the Sinking Fund all, or a portion of, the 
amounts accumulated therein with respect to principal and interest on the Bonds being refunded and deposit such 
amounts in any fund or account established under the General Ordinance. 



If any Bond shall not be presented for payment when the principal thereof becomes due, either at maturity 
or otherwise or at the date fixed for redemption thereof, if moneys sufficient to pay such Bond shall have been 
deposited with the Fiscal Agent, it shall be the duty of the Fiscal Agent to hold such moneys, without liability to the 
City, any Bondholder or any other person for interest thereon, for the benefit of the owner of such Bond. 
Notwithstanding the foregoing, any moneys in the Sinking Fund for the payment of the interest, principal or 
redemption premium of Bonds unclaimed for two (2) years after the due date shall be repaid to the Aviation 
Operating Fund but such repayment shall not discharge the obligation, if any, for which such moneys were 
previously held in the Sinking Fund; provided, however, that such repayment shall not be made unless, at the time of 
such repayment, there shall exist no deficiency in any fund or account established under the General Ordinance or 
any Supplemental Ordinance. 

The Fiscal Agent shall pay. solely out of the Charges Account to the appropriate payees any fees, expenses 
and other amounts due and payable from the Charges Account, under any Credit Facility or Standby Agreement, 
with respect to Bonds, to the extent such amounts are not paid from the Debt Service Account. 

Credifi Apain.sI Sinkinz Fund Installmenrs. If at any time Bonds of any Series or maturity for which 
Sinking Fund Installments shall have been established are purchased or redeemed other than pursuant to the third 
paragraph of the section above entitled "Sinking Fund" or are deemed to have been paid pursuant to Section 1 1.01 of 
the General Ordiinance and, with respect to such Bonds which have been deemed paid, irrevocable instructions have 
been given to the Fiscal Agent to redeem or purchase the same on or prior to the due date of the Sinking Fund 
Installment to be credited under this section, the City may from time to time and at any time by written notice to the 
Fiscal Agent specify the portion, if any, of such Bonds so purchased redeemed or deemed to have been paid and not 
previously applied as a credit against any Sinking Fund Installment which are to be credited against future Sinking 
Fund Installments. Such notice shall specify the amounts of such Bonds to be applied as a credit against such 
Sinking Fund Installment or Sinking Fund Installments and the particular Sinking Fund Installment or Installments 
against which such Bonds are to be applied as a credit; provided, however that none of such Bonds may be applied 
as a credit against a Sinking Fund Installment to become due less than forty-two (42) days after such notice is 
delivered to the Fiscal Agent. All such Bonds to be applied as a credit shall be surrendered to the Fiscal Agent for 
cancellation on or prior to the due date of the Sinking Fund Installment against which they are being applied as a 
credit. The portion of any such Sinking Fund Installment remaining after the deduction of any such amounts 
credited toward the same (or the original amount of any such Sinking Fund Installment if no such amounts shall 
have been credited toward the same) shall constitute the unsatisfied balance of such Sinking Fund Installment for the 
purpose of calculation of Sinking Fund Installments due on a future date. 

Sinkina Fund Reserve Accounf. There is created under the General Ordinance a parity Sinking Fund 
Reserve Account within the Sinking Fund to be known as the "Parity Sinking Fund Reserve Account." Unless the 
applicable Supplemental Ordinance designates a Non-Parity Sinking Fund Reserve Requirement, the City shall 
deposit, or cause to be deposited in the Parity Sinking Fund Reserve Account from the proceeds of the sale of each 
Series of Bonds, or from other amounts available therefor, an amount which, when added to the existing balance in 
the Parity Sinking Fund Reserve Account, will be equal to the Parity Sinking Fund Reserve Requirement 
immediately after the issuance of such Series of Bonds. All amounts in the Parity Sinking Fund Reserve Account 
shall be available to pay the principal, redemption price or interest on any other Series of Bonds secured by the 
Parity Sinking Fund Reserve Account. 

If a Supplemental Ordinance for a Series of Bonds designates a Non-Parity Sinking Reserve Requirement 
for such Series of Bonds, the Supplemental Ordinance pursuant to which such Bonds were issued shall either create 
a separate Non-Parity Sinking Fund Reserve Subaccount, or create or designate a previously created suhaccount 
within the Sinking Fund Reserve Account. Notwithstanding anything to the contrary in this section, the City shall 
not create a Non-Parity Sinking Fund Reserve Account or designate a Non-Parity Sinking Fund Reserve 
Requirement unless the City first obtains written confirmation from S&P (such confirmation shall only be required 
if S&P is then rating Bonds Outstanding under the General Ordiinance) that such action, in and of itself, will not 
result in a downgrade, suspension or withdrawal of the credit rating on any Bonds Outstanding under the General 
Ordinance. The City shall, under direction of the Director of Finance, deposit in the specified Non-Parity Sinking 
Fund Reserve Subaccount created pursuant to any Supplemental Ordinance, the amount required to be deposited 
pursuant to the Supplemental Ordinance for such Series of Bonds. The money and investments in each Non-Parity 
Sinking Fund Reserve Subaccount shall be held and maintained in an amount equal at all times to the applicable 



Nan-Parity Sinking Fund Reserve Requirement for such Series secured thereby, as provided in the Supplemental 
Ordinance authorizing such Series of Bonds. A11 amounts in each Non-Parity Sinking Fund Reserve Subaccount 
shall be available solely to secure the Bonds specified in the Supplemental Ordinance pursuant to which such 
subaccount was created. 

If at any time and for any reason, the moneys in the Debt Service Account of the Sinking Fund shall be 
insufficient to pay as and when due, the principal of (and premium, if any) or interest on any Bond or Bonds or other 
obligations payable from the Debt Service Account then due (including any amounts payable out of the Sinking 
Fund under Swap Agreements), the Fiscal Agent is authorized and directed (i) with respect to Bonds secured by the 
Parity Sinking Fund Reserve Account, to withdraw an amount equal to the deficiency from the Parity Sinking Fund 
Reserve Account, and use such amount to pay debt service on the Bonds secured thereby, and (ii) with respect to 
Bonds secured by a Non-Parity Sinking Fund Reserve Subaccount, to withdraw an amount equal to the deficiency 
from such Non-Parity Sinking Fund Reserve Subaccount and use such amount to pay debt service on the Bonds 
secured thereby. If by reason of such withdrawal or for any other reason there shall be a deficiency in the Sinking 
Fund Reserve Account or any suhaccount thereof, the City covenants to restore such deficiency promptly from 
Project Revenues, in no event later than the next interest payment date for Bonds Outstanding under the General 
Ordinance. 

Any money in the Sinking Fund Reserve Account or any subaccount thereof in excess of the applicable 
Sinking Fund Reserve Requirement shall be transferred on an annual basis to the Debt Service Account of the 
Sinking Fund at the written direction of the City. 

Notwithstanding the foregoing provisions, in lieu of the required deposits into the Sinking Fund Reserve 
Account or any subaccount thereof, the City may cause to be deposited into any account or subaccount of the 
Sinkmg Fund Reserve Account an unconditional and irrevocable surety bond or an insurance policy payable to the 
Fiscal Agent for the account of the Holders of the Series of Bonds in question or an irrevocable letter of credit in an 
amount equal to the difference between the Sinking Fund Reserve Requirement for the related Series of Bonds and 
the remaining sums. if any, then on deposit in the applicable account or subaccount of the Sinking Fund Reserve 
Account. The surety bond, insurance policy or letter of credit (each, a "Sinking Fund Reserve Facility") shall he 
payable (upon the giving of notice as required thereunder) on any payment date on which moneys will be required to 
be withdrawn from the applicable account or subaccount of the Sinking Fund Reserve Account and applied to the 
payment of debt service on the related Series of Bonds and such withdrawal cannot be met by amounts on deposit in 
the applicable account or suhaccount of the Sinking Fund Reserve Account or provided from amounts held in any 
other Fund under the General Ordinance that are available to pay debt service on such Series of Bonds. 

The insurer providing such surety bond or insurance policy shall be an insurer whose municipal bond 
insurance policies insuring the payment, when due, of the principal of and interest on municipal bond issues results 
in such issues being rated in not lower then the second highest rating category (without regard to gradations) by 
Moody's and S&P (however, the rating by Moody's and S&P, or either of them, shall only be required to the extent 
such Rating Agency is, at the time in question, rating Bonds Outstanding under the General Ordinance). The letter 
of credit issuer shall be a bank or trust company which is rated not lower than the second highest rating category 
(without regard to gradations) by Moody's and S&P (however, the rating by Moody's and S&P, or either of them, 
shall only be required to the extent such Rating Agency is, at the time in question. rating Bonds Outstanding under 
the General Ordinance). and the letter of credit itself shall be rated in at least the second highest category of such 
Rating Agencies. If a disbursement is made pursuant to a Sinkiig Fund Reserve Facility provided pursuant to this 
subsection, the City shall be obligated either (i) to reinstate the maximum limits of such Sinking Fund Reserve 
Facility or (ii) to deposit into the applicable account or subaccount of the Sinking Fund Reserve Account, funds in 
the amount of the disbursement made under such Sinking Fund Reserve Facility, or a combination of such 
alternatives, as shall provide that the amount in the applicable account or subaccount of the Sinking Fund Reserve 
Account equals the Sinking Fund Reserve Requirement for the related Series of Bonds within a time period not 
longer than would be required to restore the applicable account or subaccount of the Sinking Fund Reserve Account 
by operation of this section and from the same source of funds as provided herein. Upon the occurrence of any 
reduction or suspension of any credit rating with respect to such Sinking Fund Reserve Facility (or the provider 
there00 required by this section, the City shall replace the Sinking Fund Reserve Facility with a new one that meets 
the aforesaid rating requirements; provided however that with respect to any letter of credit that is a Sinking Fund 
Reserve Facility, the City may in lieu of replacing such Sinking Fund Reserve Facility, cause the Sinking Fund 



Reserve Facility to be drawn upon to the full extent possible and deposit such monies in the subaccount of the 
Sinking Fund Reserve Account in which the Sinking Fund Reserve Facility was held. Io addition, 30 days prior to 
the expiration date of any Sinking Fund Reserve Facility, that is a letter of credit the City shall either extend the term 
of such Sinking Fund Reserve Facility by at least one year or deposit cash in the face amount of the Sinking Fund 
Reserve Facility in question in the appropriate account or subaccount of the Sinking Fund Reserve Account in 
replacement of such Sinking Fund Reserve Facility, and if the City fails to take either of such actions by such date, 
the Fiscal Agent shall within five Business Days thereafter draw down upon the Sinking Fund Reserve Facility that 
is a letter of credit to the full extent possible and deposit the proceeds of such draw in the appropriate subacwunt of 
the Sinking Fund Reserve Account. 

Subordinate Oblipofion Fund. Subject to the third paragraph of this section, the Fiscal Agent upon 
direction of the Director of Finance, shall apply amounts in the Subordinate Obligation Fund to the payment of the 
principal of, redemption premium, if any, and interest on Subordinate Obligations and to payments due under any 
credit facility, qualified swap or standby agreement in acwrdaoce with the provisions of, and subject to the priorities 
and limitations and restrictions provided, in the Subordinate Obligation Ordinance or Supplemental Ordinance or 
Determination. 

At any time and from time to time the City may deposit in the Subordinate Obligation Fund for the 
payment of Subordinate Obligations amounts received from any source other than Project Revenues which is not 
inconsistent with the General Ordinance, any Supplemental Ordinance or any Subordinate Obligation Ordinance or 
Determination. 

If at any time the amounts in the Sinking Fund shall be less than the current requirement of such fund 
pursuant to subparagraphs (b) and (c) of Section 4.06 of the General Ordinance and there shall not be on deposit in 
the Sinking Fund Reserve Account, the Aviation Operating Fund or the Renewal Fund available moneys sufficient 
to cure such deficiency, then the Fiscal Agent shall withdraw from the Subordinate Obligation Fund and deposit in 
the Sinking Fund the amount necessary (or all the moneys in said fund, if less than the amount necessary) to 
eliminate such deficiency. 

Any moneys in the Subordinate Obligation Fund for the payment of Subordinate Obligations, unclaimed 
for two (2) years after the due date shall be repaid to the City but such repayment shall not discharge the obligation, 
if any, for which such moneys were previously held in the Subordinate Obligation Fund; provided, however, that 
such repayment shall not be made unless, at the time of such repaymenf there shall exist no deficiency in any fund 
or acwunt established under the General Ordinance, any Supplemental Ordinance or any Subordinate Obligation 
Ordinance. 

Aviation Ca~ital Fund. Proceeds of Bonds issued for capital purposes shall be deposited into the Aviation 
Capital Fund and disbursed according to established procedures of the City for purposes permitted by the Act, other 
applicable law and the Bonds and such other purposes as are permitted under the General Ordinance. 

Renewal Fund. All amounts credited to the Renewal Fund on or after the Effective Date shall be 
maintained in accordance with this section. Payments from the Renewal Fund shall be made only for the following 
purposes: (a) to pay the cost of major repairs, renewals and replacements of Auport System facilities for purposes of 
meeting unforeseen contingencies and emergencies ansing from the operation of the Airport System, or (b) to pay 
expenses chargeable as Operating Expenses if Project Revenues are insufficient, for whatever reason to cover such 
Operating Expenses in any Fiscal Year, (c) to pay debt service on the Bonds, or (d) to repay any loan in accordance 
with Section 4.05(c)(ii)(3) of the General Ordinance. 

The City shall withdraw from the Renewal Fund the sum or sums necessary to make such payments and 
shall apply the same to such purpose. If by reason of such withdrawal or any other reason, funds on deposit in the 
Renewal Fund are less than the Renewal Fund Requirement, the City shall deposit in the Renewal Fund the amount 
of such deficiency, but only from Project Revenues as the same shall become available, by regular quarterly deposits 
which shall not be required to exceed the total of $500,000 in any Fiscal Year, and the availability of which shall be 
determined in accordance with the priorities specified in the section herein entitled "Transfer from Aviation 
Operating Fund to Other Funds and Accounts." 



If at any time the moneys and invesbnents in the Renewal Fund are in excess of the Renewal Fund 
Requirement, the amount of such excess on order of the Director of Finance, shall be paid over by the City to the 
Debt Service Account of the Sinking Fund, to be used and applied as are all other moneys deposited in or on deposit 
therein. 

Rebate Fund. The Rebate Fund shall he maintained by the City for so long as any Series of Bonds is 
Outstanding, and for sixty (60) days thereafter (or such other period as may he specified by the Code and applicable 
regulations), for the purpose of paying to the United States Treasury the amount required to be rebated pursuant to 
Section 148(f) of the Code. All amounts in the Rebate Fund, including income earned from investment of amounts 
in the Rebate Fund, shall he held by the City free and clear of the lien created by the General Ordinance. 

Manaaement of Funds and Accounfs. The moneys on deposit in the funds and accounts established under 
the General Ordinance, to the extent not currently required, shall be invested and secured as required by Section 9 of 
the Act, all at the direction and under the management of the Director of Finance or such other chief fiscal officer of 
the City as may hereinafter he established. 

Inve.~tment of Funds and Accounts. All moneys deposited in any fund or account established under the 
General Ordinance or under any Supplemental Ordinance may he invested by the City or by the Fiscal Agent, at the 
oral (confirmed in writing promptly thereafter) or writteo direction of the City, in any Permitted Investments (except 
as otherwise provided in the General Ordinance with respect to the Sinking Fund, Sinking Fund Reserve Account 
and Rebate Fund): provided that any investments with respect to amounts on deposit in the Sinking Fund (other than 
the Sinking Fund Reserve Account) shall mature or shall be subject to redemption by the holder thereof upon 
demand at par no later than the date when such amounts are needed for the purposes of such funds or accounts. 

Interest earnings on amounts on deposit (i) in the Aviation Operating Fund shall be credited to the Aviation 
Operating Fund; (ii) in the Sinking Fund shall be credited to the Sinking Fund to the extent needed to meet Debt 
Service Requirements and additional interest earnings may be credited to the Aviation Operating Fund so long as 
such credit will not adversely impact the tax-exempt status of tax-exempt Bonds Outstanding under the General 
Ordinance; (iii) in the Sinking Fund Reserve Account shall be credited to the Sinking Fund Reserve Account to the 
extent needed to satisfy the Sinking Fund Reserve Requirements and additional interest earnings shall be credited to 
the Debt Service Account of the Sinking Fund; (iv) in the Subordinate Obligation Fund shall be credited to the 
Subordinate Obligation Fund to the extent needed to satisfy payment provisions for the Subordinate Obligations and 
additional interest earnings may be credited to the Aviation Operating Fund; (v) in the Renewal Fund, shall be 
credited to the Renewal Fund to the extent needed to meet the Renewal Fund Requirements and any additional 
interest earnings shall he credited to the Debt Service Account of the Sioking Fund; (vi) in the Aviation Capital 
Fund shall be credited to the appropriate account of the Aviation Cap~tal Fund; and (vii) in the Rebate Fund shall be 
credited to the Rebate Fund. 

Valuation of  Fun& and Accounts. In computing the assets of any fund or account established under the 
General Ordinance, investments and accrued interest thereon shall be deemed a part thereof. Such investments shall 
be valued on June 30 of each Fiscal Year at the lower of the cost or current market value thereof if the applicable 
maturity is more than one (I) year and at par if the applicable maturity is equal to or less than one (1) year plus 
accrued interest, or at the redemption price thereof, if then redeemable at the option of the holder; provided that 
investments in any reserve fund or reserve account of the Sinking Fund established pursuant to a Supplemental 
Ordinance may be valued as provided in the Supplemental Ordinance establishing it. The annual valuation shall 
apply for all purposes of the General Ordinance except if Bonds are issued or a fund deficit occurs based on the 
annual valuation, in which cases a valuation shall be made on the date Bonds are issued or the deficit is eliminated, 
as the case may be. 

Coveoants of City 

Rate Covenant. 

(a) The City covenants with Bondholders that it will, at a minimum, impose, charge and recognize as 
revenues in each Fiscal Year such rentals, charges and fees as shall, together with that portion of the Aviation 
Operating Fund balance attributable to Amounts Available for Debt Service and carried forward at the beginning of 



such Fiscal Year and together with all other Amounts Available for Debt Service to be received in such Fiscal Year, 
equal to not less than the greater of: 

(1) The sumof: 

(i) all Net Operating Expenses payable during such Fiscal Year; 

(ii) 150% of the amount required to pay the Debt Service Requirements during such 
Fiscal Year; 

(iii) the amount, if any, required to be paid into the Sinking Fund Reserve Account 
during such Fiscal Year; and 

(iv) the amount, if any, required to be paid into the Renewal Fund during such Fiscal 
Year; or 

(2) The sumof: 

(i) all Operating Expenses payable during such Fiscal Year; and 

(ii) (A) all Debt Service Requirements during such Fiscal Year (B) all debt service 
requirements during such Fiscal Year in respect of all outstanding General 
Obligation Bonds issued for improvements to the Airport System and all 
outstanding NSS General Obligation Bonds issued for improvements to the 
Airport System; (C) all debt senice requirements during such Fiscal Year on 
Subordinate Obligations and any other subordinate indebtedness secured by any 
Amounts Available for Debt Sewice, @) all amounts required to repay loans 
among funds made pursuant to Section 4,05(c) of the General Ordinance, (E) the 
amount, if any, required to be paid into the Sinking Fund Reserve Account or 
Renewal Fund during such Fiscal Year and (F) all amounts required to be paid 
under Exchange Agreements. 

Provided, however, if (i) the written election of the City is obtained and filed with the Fiscal Agent, and (ii) so long 
as any Airline Agreements or the UPS Agreement is in effect, the prior written consent of the Scheduled Airlines 
and UPS (provided that the written consent of UPS shall be obtained only to the extent reqwed, as determined in 
the sole discretion of the City) to amend the Airline Agreements is obtained, then the foregoing rate covenant shall 
no longer be effective, and the rate covenant in the section below entitled "Alternative Rate Covenant" shall be 
substituted in lieu of the foregoing for all purposes. 

(9 (1) In the event that any Bonds Outstanding are, or any proposed series of Bonds, are to be 

Balloon Bonds, then Debt Senice Requirements on such BaUoon Bonds shall be 
calculated for purposes of projecting compliance with this section or the section below 
entitled "Conditions of and Provisions Relating to Issuing Bonds", or for purposes of 
determining the Sinking Fund Reserve Requirement for a particular series of Balloon 
Bonds, whether for any period prior to or after the date of calculation, as fouows: 

(i) If such Balloon Bonds are not Capital Appreciation Bonds, by assuming that 
such Bonds will be amortized on the basis of level debt senice over the 
Assumed Amortization Period beginning on the date on which principal on 
Balloon Bonds is payable and that such Bonds bear interest at the Assumed 
Interest Rate; and 



(ii) If such Balloon Bonds are Capital Appreciation Bonds, by assuming that the 
Accreted Value of such Bonds at maturity is to be amortized on the basis of 
level principal payments over the Assumed Amortization Period. 

(2) The City shall be entitled to assume, in calculating Debt Service Requirements on any 
Variable Rate Bonds for purposes of projecting compliance with this section or funding the Sinking Fund 
Reserve Account, that such Variable Rate Bonds will bear interest at a rate equal to (i) the average interest 
rate on the Variable Rate Bonds during the period of twenty-four (24) consecutive calendar months 
preceding the date of calculation or (ii) if the Variable Rate Bonds were not Outstanding during the entire 
twenty-four (24) month period, the average interest rate on the Variable Rate Bonds since their date of 
issue or (iii) such other rate as may be specified in a Supplemental Ordinance or Determination. 

(3) If a series of Bonds to be issued will be Variable Rate Bonds, then for purposes of 
calculating the Debt Service Requirements on the proposed series of Bonds under this section or the section 
below entitled "Conditions of and Provisions Relating to Issuing Bonds", the rate of interest to be borne by 
sucb Variable Rate Bonds shall be deemed to be the Bond Buyer's 25 Bond Revenue Index, or any 
successor standard index for long-term, tax exempt, investment grade revenue bonds for a date within 90 
days of the issuance of such Variable Ratc Bonds. 

The City represents that it has, by its Code of Ordinances, as amended, authorized the imposition of rents, 
rates, fees and charges by the Department of Commerce by contract, lease or otherwise sufficient from time to time 
to comply with the Rate Covenant and covenants with the Holders of Bonds that it will not repeal or materially 
adversely dilute or impair such authorization. 

Operation of System 

The City covenants with the Holders of all Bonds Outstanding under the General Ordinance that so long as 
such Bonds shall remain Outstanding it will continuously maintain the Airport System or cause the Airport System 
to be maintained in good condition and will continuously operate the Airport System or cause the Airport System to 
be operated; provided that the City may dispose of sucb portions of the Airport System which are no longer 
necessary or required for Airport purposes; and provided further that this covenant shall not apply to any potion of 
the Auport System assigned or conveyed pursuant to Article D( of the General Ordinance. 

Conditions and Provisions Relating to Issuing Bonds 

The City covenants with the Holders of all Bonds Outstanding under the General Ordinance that so long as 
any such Bonds shall remain Outstanding it will not issue or assume any Series of Bonds thereunder without fust 
complying with the conditions set forth in subparagraphs (a) through (d) below and further covenants to comply 
with the provisions of subparagraphs (e) through @)below: 

(a) Enoctmenf of Su~ulemenfal Ordinance. Prior to the issuance or assumption of any Series of 
Bonds (but only following the filing of the report and opinion required by Section 8 of the Act) the City shall enact a 
Supplemental Ordinance meeting the requirements of Section 5.04(a) of the General Ordinance. 

(b) Filinp of  Transcri~f. Prior to the issuance or assumption of any Series of Bonds, the Director of 
F~nance shall, in addition to the filing requirements of Section 12 of the Act, file with the Fiscal Agent a transcript of 
the proceedings authorizing the issuance of such Series of Bonds meeting the requirements of Section 5.04(b) of the 
General Ordinance. 

(c)  deliver^ of  Consulfant'S Re~ort. Prior to the issuance or assumption of any Series of Bonds 
pmuant to a Supplemental Ordinance (except that no Consultant's report shall be required in the case of issuance of 
any Series of Bonds for the purpose of refunding another Series of Bonds so long as the City certifies in writing that 
the Debt Service Requirements in any year on the proposed refunding Bonds do not exceed the Debt Service 
Requirements in any sucb year on the Bonds to he refunded), the City shall cause to be filed with the Fiscal Agent a 
report of Consultants setting forth the qualifications of the Consultants and containing, among other things, a 
statement, supported by appropriate schedules and summaries, that, on the basis of historical and estimated future 



annual financial operations of the Aviation System from which pledged Amounts Available for Debt Service are to 
be derived, (1) for either the immediately preceding Fiscal Year of the City, or any period of 12 full consecutive 
months during the 18-month period preceding the delivery of the Consultant's report, the Aviation System yielded 
pledged Amounts Available for Debt Service sufficient to satisfy the Rate Covenant, (2) no deficiency exists in the 
Sinking Fund Reserve Account and (3) the Au-port System will, in the opinion of the Consultants, yield pledged 
Amounts Available for Debt Service for each of the five Fiscal Years (or three Fiscal Years in the event that the 
Consultant is professionally unable to provide an opinion for a period in excess of three Fiscal Years) ended 
immediately following the issuance or assumption of the Bonds, sufficient to comply with the Rate Covenant. 

(d) Ouinions of  Counsel. Upon the issuance of any Series of Bonds, the City shall cause to be filed 
with the Fiscal Agent (i) an opinion of Bond Counsel to the effect that (1) the Bonds have been duly issued or 
assumed for a permitted purpose under the Act and the General Ordinance and (2) all conditions precedent to the 
issuance or assumption of the Bonds pursuant to the Act and the General Ordinance have been satisfied, and (ii) an 
opinion of the City Solicitor to the effect thal(1) all documents delivered by the City in connection with the issuance 
of the Bonds have been duly and validly authorized, executed and delivered, (2) such execution and delivery and all 
other actions taken by the City in connection with the issuance of the Bonds have been duly authorized by all 
necessary actions of City Council, and (3) nothing has come to their attention that would lead them to believe that an 
event of default under the General Ordinance has occurred, and is continuing. The Fiscal Agent may conclusively 
rely upon such opinions. 

(e) Execution o f  Document.r. The Mayor, the City Solicitor, the City Controller, the Director of 
Finance and such other officers of the City as may be appropriate are authorized in connection with the issuance or 
assumption of any Series of Bonds under the General Ordinance to prepare, execute and file on behalf of the City 
such statements, documents, cdficates or other material as may accurately and properly reflect the financial 
condition of the City or other matters relevant to the issuance or payment of such Bonds and as may be required or 
appropriate to comply with applicable State or Federal laws or regulation. 

(f) Diswsirion ofProceedr. Unless otherwise provided in the applicable Supplemental Ordinance or 
Determioation, accrued interest on Bonds shall be deposited in the Sinking Fund, an amount sufficient to satisfy the 
requirements of Section 4.09 of the General Ordinance shall be deposited in the Sinking Fund Reserve Account and 
the balance of the proceeds of the Bonds shall be deposited in the Bond Proceeds Account of the Aviation Capital 
Fund and shall be disbursed therefrom, in accordance with established procedures of the City, as provided in Section 
4.1 1 of the General Ordinance, provided, however, that if such Bonds shall be issued for the purpose of funding or 
refunding Bonds previously issued by the City such proceeds shall, unless otherwise directed by the Supplemental 
Ordinance, be deposited in a special fund or account to be established with and held by the Fiscal Agent or another 
entity acting as an escrow agent and invested (if appropriate) and disbursed under the direction of the Director of 
Finance for the purpose of retiring the Bonds being funded or refunded. 

(g) refund in^ Bonrls. If the City shall, by Supplemental Ordinance, authorize the issuance of 
refunding Bonds pursuant to Section 10 of the Act, in the absence of specific direction or inconsistent authorization 
in the Supplemental Ordinance, the Director of Finance is authorized by the General Ordinance in the name and on 
behalf of the City to take all such action, including the irrevocable pledge of proceeds and the income and profit 
from the investment thereof for the payment and redemption of the refunded Bonds, bonds or notes including the 
publication of all required redemption notices or the giving of irrevocable insmctions therefor, as may be necessary 
or appropriate to accomplish the funding or refunding and to comply with the requirements of Section 10 of the Act. 

(h) Subordinore Obli~ations. The City may, at any time, or from time to time, issue Subordinate 
Obligations for any purpose permitted under the Act pursuant to a Subordinate Obligation Ordinance. Subordinate 
Obligations shall be payable out of, and may be secured by a security interest in and a pledge and assignment of 
Project Revenues; provided, however, that any such security interest in and pledge and assignment of Project 
Revenues and amounts on deposit in the Subordinate Obligation Fund shall be, and shall be expressed to be, 
subordinate in all respects to the security interest in, and pledge and assignment of the Pledged Amounts for the 
security of Bonds. 



Delivery 01 Reports 

The City covenants with the Holders of all Bonds Outstanding under the General Ordinance that so long as 
such Bonds shall remain Outstanding it will. within one hundred twenty (120) days following the close of each 
Fiscal Year of the City or as soon thereafter as is practicable (not exceeding one hundred fifty (150) days following 
the close of each Fiscal Year), file with the Fiscal Agent a report of the operation of the Airport System for such 
Fiscal Year, including a statement of revenue, expenses, and net revenue (in each case not inconsistent with the 
statement of income, expenses, and other accounts of the City audited by the City Controller) prepared by the City 
or its Division of Aviation in accordance with the accrual basis of accounting adjusted to meet the particular 
requirements of the Airline Agreements and the General Ordinance consistently applied, showing compliance with 
the Rate Covenant and containing any required information as to the Cost Centers prepared in accordance with the 
Cost Accounting System. accompanied by a certificate of the Director of Commerce that the Airport System is in 
good operating condition and by a certificate of the Director of Finance that as of the date of such report the City has 
complied with all of the covenants in the General O r d i i c e  and in all Supplemental Ordinances on its part to be 
performed. Such report shall be furnished to the Fiscal Agent in such reasonable number of copies as shall be 
required to meet the written requests of Bondholders therefor on a first come first served basis. 

Disposition of Insurance Proceeds and Proceeds from the Sale of Assets 

In the event that any assets of the Airport System are destroyed or the City shall sell any assets of the 
Airport System (except m the event of the sale or transfer of all or substantially all of the assets of the Airport 
System under Section 9.01 of the General Ordinance), the City shall apply such amounts, at the direction of the 
Director of Finance or such other chief fiscal officer of the City as may hereinafter be established (i) to the 
retirement of the principal amount of debt incwred in respect to the Airport System; (ii) to the reconstruction, repair 
or replacement of assets of the Airport System; (iii) to the making of capital additions or improvements to the 
Airport System or (iv) to the deposit in one of the Aviation Funds for any other Airport System purpose; provided 
that, if the insurance proceeds or the proceeds from the sale of assets are less than or equal to one and five-tenths 
percent (1.5%) of the depreciated value of property, plant and equipment of the Airport System, as shown on the 
financial statements of the City for the preceding Fiscal Year, such amounts may be used for any Airport System 
purpose. 

Bonds Not to Become Arbitrage Bonds 

The City covenants for the benefit of the Bondholders that, notwithstanding any other provision of the 
General Ordinance or any other instrument, it will neither make nor instruct the Fiscal Agent to make any 
investment or other use of amounts on deposit in the funds and accounts established under the General Ordinance or 
other proceeds of the Bonds which would cause any Series of Bonds issued under the General Ordinance as tax- 
exempt to be arbitrage bonds under Section 148 of the Code and the regulations thereunder to the extent that the 
same are applicable at the time of such investment; it will file any reports required to be filed pursuant to the Code; 
and it will not take or fail to take any action so as to render any Series of Bonds issued under the General Ordinance 
as tax-exempt to be arbitrage bonds under Section 148 of the Code. 

Prohibition Against Certain Uses of Funds; Enforcement 

(a) The City covenants that while any Bonds are Outstanding under the General Ordinance, it will not 
direct the Fiscal Agent to transfer, loan or advance proceeds of the Bonds or Amounts Available for Debt Service 
from the Aviation Funds to any City account for application other than for Airport System purposes. 

(b) If, on any date when a deposit is required to he made of the Project Revenues, the City fails to 
comply with any provision of the General Ordinance, the Fiscal Agent is authorized to and shall seek, by mandamus 
or other suif acoon or proceeding at law or in equity, the specific enforcement or performance of the obligation of 
the City to cause the Project Revenues to be transferred to the Aviation Operating Fund, and still have any and all 
other rights and remedies of a fiscal agent under the General Ordinance, any Supplemental Ordinance, the Act or 
otherwise at law or in equity. 



Credit Facilities, Standby Agreements and Qualified Swaps 

All or any of the foregoing covenants of the City for the benefit of the Bondholders may also be for the 
benefit of the providers of any Credit Facility, Standby Agreement and any Qualified Swap to the extent provided in 
a Supplemental Ordinance or Determination. 

Fiscal Agent 

Fiscal A ~ e n t .  The Fiscal Agent under the General Airport Revenue Bond Ordinance of 1978 or its 
successor, shall be Fiscal Agent as of the Effective Date for the General Ordinance. The City may appoint a 
successor Fiscal Agent by Supplemental Ordinance to act as Fiscal Agent under the General Ordinance, and in 
connection with the Bonds issued thereunder. The Fiscal Agent shall also act as depository of the Sinking Fund and 
the Subordinate Obligation Fund, and may act as paying agent and Bonds Registrar. 

Nothing in the General Ordinance shall be construed to prevent the City, in accordance with law, fmm 
engaging other Fiscal Agents kom time to time or to engage other paying agents of the Bonds or any Series thereof 
in addition to, or as a successor to the Fiscal Agent. Any entity appointed by the City as Fiscal Agent under the 
General Ordinance shall be a trust company or national or state bank having trust powers and combined capital and 
surplus of at least fifty million ($50,000,000) dollars and be qualified to serve pursuant to the Act. Any entity 
appointed by the City as Fiscal Agent under the General Ordinance as a successor to the Fiscal Agent shall assume 
all rights and obligations of the Fiscal Agent thereunder. 

Subject to the foregoing, the proper officers of the City are authorized to enter into contracts or to confirm 
existing agreements governing the maintenance of funds and accounts and records, the disposal of canceled Bonds, 
the rights, duties, privileges and immunities of the Fiscal Agent, and such other matters as are authorized by the Act 
and as are customary and appropriate and to confirm the agreement of the Fiscal Agent, in its several capacities, to 
comply with the provisions of the Act and of the General Ordinance. 

The Fiscal Agent shall keep on file a copy of each report and its accompanying certificates delivered to it 
pursuant to the General Ordinance for a period of ten (10) years and shall exhibit the same to, and permit the 
copying thereof by, any Bondholder, or his authorized representative at all reasonable times. 

Resimtion o f  Fiscal Aeent. The Fiscal Agent may resign and be discharged of the duties created by the 
General Ordinance by written resignation filed with the Director of F i c e  not less than sixty (60) days before the 
date when such resignation is to take effect. Such resignation shall take effect on the day specified in such notice 
provided that a successor Fiscal Agent has been appointed and has accepted its role as Fiscal Agent. If a successor 
Fiscal Agent is appointed prior to the date specified in the notice, the resignation shall take effect immediately on 
the appointment and acceptance of such successor, and the City shall give the notices required in the following 
section. 

Amointment o f  Successor Fiscal Agent. If the Fiscal Agent or any successor Fiscal Agent resigns, is 
replaced, or is dissolved or if its property or business is taken under the conttol of any state or Federal court or 
administrative body, a vacancy shall exist in the office of the Fiscal Agent, and the City shall appoint a successor 
within thirty (30) days of such vacancy and shall mail notice of such appointment to the Bondholders and to the 
registered depositories at their registered addresses by h t  class mail, postage prepaid, within thirty (30) days of 
such appointment. If no successor is appointed within such thirty (30) day period, the Fiscal Agent and any 
Bondholder may petition any court of competent jurisdiction to appoint a successor. 

Defaults and Remedies 

Defmrlts and Stamtow Remedies: Notice to Bondholders. If the City shall fail or neglect to pay or to cause 
to be paid the principal of, redemption premium, if any, or interest on any Bond or any Series of Bonds issued under 
the General Ordinance, whether at stated maturity or upon call for prior redemption or if the City, after written 
notice to it, shall fail or neglect to make any payment owed by it as a result of a Credit Facility or Standby 
Agreement and secured by a parity pledge of Project Revenues entered into with respect to Bonds and the provider 
of the Credit Facility or Standby Agreement provides written notification to the Fiscal Agent of such failure or 



neglect, or if the City shall fail to comply with any provision of any Bonds or with any covenant of the City 
contained in the General Ordinance, then, under and subject to the terms and conditions stated in the Act, the Holder 
or Holders of any Bond or Bonds shall be entitled to all of the rights and remedies, including the appointment of a 
trustee, provided in the Act; prov~ded, however, that tbe remedy provided in Section 20(b)(4) of the Act may be 
exercised only upon the failure of the City to pay, when due, principal and redemption price (including principal due 
as a result of a scheduled mandatory redemption) and interest on a Series of Bonds. 

Upon the occurrence of an event of default specified in this section, or if an event occurs which could lead 
to a default with the passage of time and of which the Fiscal Agent has actual notice, the Fiscal Agent shall, within 
tbirry (30) days, given written notice thereof by first-class mail to all Bondholders. 

Remedies Nor Exclusive; Effect ofDelav in Exercise o f  Remedies. No remedy in the General Ordinance or 
in the Act conferred upon or resewed to the trustee, if any, or to the Holder of any Bond is intended to be exclusive 
(except as specifically provided in the Act) of any other remedy or remedies, and each and every such remedy shall 
be cumulative, and shall be in addition to every other remedy given under the General Ordinance or now or 
hereafter existing at law or in equity or by statute. 

No delay or omission of a trustee, if one be appointed pmuant to Section 20 of the Act, or of any Holder of 
the Bonds to exercise any rigbt or power accruing upon any default shall impair any such right or power or shall be 
construed to be a waiver of any such default, or an acquiescence therein; and every power and remedy given by 
Article Vm of the General Ordinance, by the Act or otherwise may be exercised from time to time, and as often as 
may be deemed expedient. 

Remedies to he Enforced Onlv Aeainrl P led~ed  Amounts. Any decree or judgment for the payment of 
money against the City by reason of default under the General Ordinance shall be enforceable only against the 
Pledged Amounts, and no decree or judgment against the City upon an action brought under the General Ordinance 
shall order or he construed to permit the occupation, attachment, seizure, or sale upon execution of any other 
property of the City. 

Conveyance of System and Assignment, Assumption and Release of Obligations 

Convevance andhsimment, Assumution and Releme. Nothing in the General Ordinance shall prevent the 
City from conveying and assigning to a municipal authority created pursuant to the Municipality Authorities Act, 53 
Pa. C. S. ch. 56, or an authority created pursuant to any other applicable statute or to another entity (the "Authority") 
all or substantially all (or less than substantially all, as provided below) of its right, title and interest in the Airport 
System and thereupon becoming released from all of its obligations under the General Ordinance, under any 
Supplemental Ordinance and under the Bonds and related obligations, including, but not limited to Credit Facilities, 
Standby Agreements, Qualified Swaps and Exchange Agreements, (i) if the Authority assumes in writing the City's 
obligations (I) to operate or cause the Airport System to be operated and to maintain or cause the Airport System to 
be maintained in good condition; and (2) to pay the principal, redemption premium, if any, and interest on all 
Outstanding Bonds and Subordinate Obligations, and all payments due under Credit Facilities, Standby Agreements, 
Qualified Swaps and Exchange Agreements entered into pursuant to the General Ordinance and then outstanding 
according to the terms thereof; and (ii) if the i n s m e n t  of assumption provides the Bondholders or the trustee or 
entity serving in a similar capacity and acting on behalf of the Bondholders with the substantial equivalent of all of 
the rights and remedies provided in the General Ordinance and the Act; provided, however, that before the City may 
consummate such a conveyance and assignment and obtain a release of its obligations under the General Ordinance, 
under any Supplemental Ordinance and under the Bonds and related obligations, including but not limited to Credit 
Facilities, Standby Agreements, Qualified Swaps, and Exchange Agreements, the following conditions shall have 
been satisfied: 

(a) the City and the Fiscal Agent shall have received an opinion of the City Solicitor substantially to 
the effect that the conveyance to the Authority of all or substantially all of the City's right, title and interest in the 
Airport System, the assignment to the Authority of the obliganons of the City under the General Ordinance, any 
Supplemental Ordinance, the Bonds and any Subordinate Obligations to make payments of principal, redemption 
premium, if any, and interest on the Bonds, and the release of the City from all of its obligations under the General 
Ordinance, under any Supplemental Ordinance, under the Bonds or any Subordinate Obligations, and under related 



obligations, including, but not limited to, Credit Facilities, Standby Agreements, Quahfied Swaps and Exchange 
Agreements, have been duly authorized by the City and do not violate any applicable law, ordinance, resolution or 
regulation of the City or any applicable court decision; 

(b) the City and the Fiscal Agent shall have received an opinion of the solicitor of the Authority 
substantially to the effect that (i) the acquisition by the Authority of all or substantially all of the City's right, title 
and interest in the Airport System and the assumption by the Authority of the City's obligations under the General 
Ordinance, under any Supplemental Ordinance, under the Bonds, and any Subordinate Obligations to make 
payments of principal, redemption premium, if any, and interest on the Bonds and any Subordinate Obligations and 
related obligations, including, but not limited to, Credit Facilities, Standby Agreements, Qualified Swaps and 
Exchange Agreements, have been duly authorized by the Authority and do not violate any law, ordinance, resolution 
or regulation applicable to the Authority or any applicable court decision; (ii) the instrument under which the 
Authority assumes the obligations of the City under the General O r d i i c e ,  under any Supplemental Ordinance and 
under the Bonds, and any Subordinate Obligations to make payments of principal, redemption premium, if any, and 
interest on the Bonds and any Subordinate Obligations constitutes a valid and binding obligation of the Authority 
enforceable in accordance with its terms except as enforcement may be limited by bankruptcy, insolvency or other 
similar laws or equitable principles affecting the enforcement of creditors' rights; (iii) the security interest granted by 
the Authority pursuant to subparagraph (d) creates a valid and effective lien in favor of Holders of Bonds and 
security interest in the Pledged Amounts to be generated by the Aqor t  System; and (iv) the rates and charges 
established by the Authority and referred to below in subparagraph (e) have been duly authorized and enacted in 
accordance with applicable law; 

(c) the City and the Fiscal Agent shall have received an opinion of Bond Counsel substantially to the 
effect that (i) the conveyance of all or substantially all of the City's right, title and interest in the Airport System to 
the Authority; the release of the City &om its obligations under the General Ordinance, under any Supplemental 
Ordinance and under the Bonds and any Subordinate Obligations; and the assumption by the Authority of the City's 
obligations under the General Ordinance, under any Supplemental Ordinance, under the Bonds and Subordinate 
Obligations to make payments of principal, redemption premium, if any, and interest on the Bonds and Subordinate 
Obligations, and under related obligations, including, but not limited to, Credit Facilities, Standby Agreements, 
Qualified Swaps and Exchange Agreements, will not have an adverse effect on the exemption of interest on any 
series of Bonds issued as tax-exempt Bonds, (ii) the instrument under which the Authority assumes the obligations 
of the City under the General Ordinance, under any Supplemental Ordinance and under the Bonds to make payments 
of principal, redemption premium, if any, and interest on the Bonds constitutes a valid and binding obligation of the 
Authority enforceable in accordance with its terms except as enforcement may be limited by bankruptcy, insolvency 
or other similar laws or equitable principles affecting the enforcement of creditors' rights, and (iii) the security 
interest granted by the Authority pursuant to subparagraph (d) creates a valid and effective lien in favor of the 
Holders of Bonds and security interest in the Pledged Amounts; 

(d) the Authority shall, concurrently with the conveyance, assignment, assumption and release 
described above, grant to the trustee or entity serving in a similar capacity and acting on behalf of Bondholders a 
security interest in Pledged Amounts following the conveyance, assignment, assumption and release; 

(e) the City and the Fiscal Agent shall have received a report of a Consultant, concluding that for each 
of the three (3) twelve (12) month periods following the conveyance, assignment, assumption and release described 
above, or for each of the three (3) fiscal years of the Authority commencing with the first full fiscal year of the 
Authority following the conveyance, assignment, assumption and release described above, the Auport System is 
projected to generate Amounts Available for Debt Service in an amount which is sufficient to enable the Authority 
to comply with the Rate Covenant determined in accordance with consistently applied accounting principles for each 
of the three twelve (12) month periods or three (3) fiscal years, as the case may be; 

(0 the Authority shall have the authority, so long as Bonds remain Outstanding, to establish, and shall 
have established and shall have agreed to maintain rates and charges in connection with the operation of the Airport 
System at a level sutficienf in the opinion of a Consultant, as contained in a report filed with the Fiscal Agent, to 
generate Amounts Available for Debt Senice in an amount which is sufficient to enable the Authority to comply 
with the Rate Covenant determined in accordance with consistently applied accounting principles; 



(g) the Authority shall have agreed, so long as Bonds remain Outstanding, to incur or assume no 
parity debt payable from Amounts Available for Debt Service following the conveyance, assignment, assumption 
and release unless (1) in the case of debt incurred or assumed for the purpose of financing capital improvements, 
extensions, or expansions to the Airport System, or acquisition or assumption of such other assets for use in the 
operation, maintenance, and administration of the Airport System, or (2) in the case of debt incurred or assumed for 
the purpose of refinancing existing debt, the Authority first shall have obtained a report of a Consultant, concluding 
that on the basis of historical and estimated future annual financial operations of the Airport System *om which 
Amounts Available for Debt Service are to be derived, (A) for either the immediately preceding Fiscal Year of the 
City, or any period of 12 full consecutive months during the 18-month period preceding the delivery of the 
Consultant's report, the Airport System yielded Amounts Available for Debt Service sufticient to satisfy the Rate 
Covenant, (B) no deficiency exists in the Sinking Fund Reserve Account and (C) the Airport System will, in the 
opinion of the Consultants, yield Amounts Available for Debt Service for each of the five Fiscal Years (or, if interest 
on all or a portion of the proposed debt is to be capitalized, following the Fiscal Year up to which interest bas been 
capitalized on the debt or a portion thereof; provided that in the event that the Consultant is professionally unable to 
provide an opinion for a period in excess of three Fiscal Years, then such opinion may be for such three year period) 
ended immediately following the issuance or assumption of the Bonds, sufficient to comply with the Rate Covenant; 
provided, however, no Consultant's report is required to be delivered in the case of debt incurred or assumed for the 
purpose of refinancing existing debt, so long as the Authority certifies in writing that the Debt Service Requirements 
in any year on the proposed refinancing obligations do not exceed the Debt Service Requirements in any such year 
on the obligations to be refmanced. For purposes of the foregoing sentence and subparagraphs (e) and (0, the 
phrases "Amounts Available for Debt Service" and "Debt Service Requirements" sball have the meaning assigned in 
Section 2.01 of the General Ordinance with the exception that references therein to Bonds shall be deemed to 
include reference to Subordimate Obligations, General Obligation Bonds or NSS General Obligation Bonds which 
continue to be Outstanding after such transfer, additional debt of the Authority payable from revenues of the Airport 
System and the debt, if any, which the Authority proposes to incur or assume; and 

(h) the Authority shall have agreed to incur or assume no obligation secured, or to be secured, by a 
pledge of Pledged Amounts senior to the pledge securing the Bonds. 

In consideration of such conveyance and transfer, the Authority may finance and pay to the City 
compensation in an amount agreed upon between the City and Authority. Any such financing and payment of 
compensation to the City shall be disregarded in determining whether the Authority's instrument of assumption 
provides the Bondholders or the trustee or entity serving in a similar capacity on behalf of the Bondholders with the 
substantial equivalent of all of the rights and remedies provided in the General Ordinance and the Act. 

Notwithstanding the foregoing, the City may convey to the Authority less than substantially all of its right, 
title and interest in the m r t  System if a Consultant shall first have certified that the assets of andlor rights and 
interest in the Airport System which the City proposes to exclude from the conveyance to the Authority are not 
material to the ability of the Auport System to generate revenues following the conveyance. If less than 
substantially all of the assets of andlor rights and interest in the Auport System are conveyed to the Authority 
pursuant to this paragraph, references in the preceding paragraphs of this section to "all or substantially all of the 
City's right, title and interest in the Airport System" sball be deemed modified to reflect a conveyance of less than 
substantially all of the City's right, title and interest in the Airport System. 

In connection with the conveyance to the Authority of all or substantially all of the City's right, title and 
interest m the Auport System, the City shall convey and assign to the Authority all amounts on deposit in the funds 
and accounts established under the General Ordinance, provided that any reserve funds shall be transferred as bust 
funds established for the benefit of the Series of Bonds for which such reserve funds were initially established. The 
Fiscal Agent shall take such actions as are necessary to terminate its security interest in the Project Revenues and 
funds and accounts established under the General Ordinance. If the City transfers less than substantially all of its 
right, title and interest in the Airport System then the City sball convey and assign to the Authority an amount of the 
balances on deposit in funds and accounts established under the General Ordinance proportionate to the amount of 
Bonds assumed or defeased. The City Controller shall certify the balances on deposit in the funds and accounts 
established under the General Ordinance as of the date of the conveyance. To the extent permitted by law, the City 
Controller will have the right to audit the books of any public Authority created by the City of Philadelphia pursuant 



to the laws of the Commonwealth of Pennsylvania, and the City ControUer will be compensated by such public 
Authority for reasonable wsts incurred in connection with the audit of such books. 

Anythmg in the General Ordinance to the contrary notwithstanding, upon conveyance of aU or substantiauy 
all of the assets of the Airport System to the Authority pursuant to Article lX of the General Ordinance, the 
provisions of the G e n d  Ordinance shall no longer be enforceable against the City. 

Nothing contained in Article M of the General Ordinance shall be construed to prohibit the City from 
wnveying and assigning all or substantially all (or less than substantially all, as provided in Article KX) of its right, 
title and interest in the Airport System to an entity owned by private persons provided that the requirements of 
Article M of the General Ordinance are otherwise satisfied 

Alternative Rate Covenant. 

(a) The Authority may elect, upon conveyance of all or substantially all of the City's right, title and 
interest in the Airport System, to include in the resolution of the Authority the following rate covenant in lieu of 
the Rate Covenant contained in Article V of the General Ordinance, and such election shall state whether such 
election shall become effective as of the date of conveyance, or as of the first day of the immediately succeeding 
Fiscal Year. If such election states that it shall become effective beginning on the fmt day of the immediately 
succeeding Fiscal Year, then the Rate Covenant in Section 5.01 of the General Ordinance shall remain in effect 
firom the date of conveyance until the last day of the Fiscal Year in which the conveyance took place. 

The Authority covenants with the Bondholders that it will, at a minimum, impose, charge and 
collect in each Fiscal Year such rents, rates, fees and charges, together with any Amounts Available for Debt Service 
carried forward at the beginning of such Fiscal Year, as shall yield Amounb Available for Debt Service which shall 
be equal to the greater of the fouowing amounts: 

(A) the lesser of (1) The sum of: (i) all Net Operating Expenses incurred during such 
Fiscal Year; (u) 150% of Debt Service Requirements payable during the Fiscal Year; (iii) the 
amount, if any, required to be paid into the Sinking Fund Reserve Account during such Fiscal 
Year; and (iv) the amounf if any, required to be paid into the Renewal Fund during the Fiscal 
Year, or (2) The sum of: (i) all Operating Expenses incurred during such Fiscal Year, (ii) 125% of 
Debt Service Requirements payable during the Fiscal Year; (iii) the amount, if any, required to be 
paid into the Sinking Fund Reserve Account during such Fiscal Year; and (iv) the amount, if any, 
required to be paid into the Renewal Fund during the Fiscal Year; or 

(B) (1) The sum of: (i) all Operating Expenses incurred during such Fiscal Year, (ii) 
all Debt Service Requirements during such Fiscal Year, (iii) all debt service requirements during 
such Fiscal Year in respect of all outstanding General Obligation Bonds or NSS General 
Obligation Bonds issued for improvements to the Axport System; (iv) all debt d c e  
requirements during such Fiscal Year on Subordinate Obligations and any other subadinate 
indebtedness secured by any Amounts Available for Debt Service, (v) all amounts required to 
repay loans among funds made pursuant to Section 4.05(c) of the General Ordinance, (vi) the 
amount, if any, required to be paid into the Sinking Fund Reserve Account or Renewal Fund 
during such Fiscal Year and (vii) all amounts required to be paid under Exchange Agreements. 

(b) Promptly upon any material change in the circumstances wfiich were contemplated at the time 
such rents, rates, fees and charges were most recently reviewed, but not less frequently than once in each Fiscal 
Year, the Authority shaU review the rents, rates, fees and charges as necessary to enable the Authority to comply 
with the foregoing requirements; provided that such rents, rates, fees and charges shall in any event produce moneys 
sufficient to enable the Authority to comply with its covenants in the resolution. 

Amendments and Modifications 

Amendments and Modifications. In addition to the enactment of Supplemental Ordinances supplementing 
or amending the General Ordinance in connection with the issuance of successive Series of Bonds, the General 



Ordinance and any Supplemental Ordinance may be further supplemented, modified or amended: (a) to cure any 
ambiguity, formal defect or omission therein or to make such provisions in regard to matters or questions arising 
thereunder which shall not be inconsistent with the provisions thereof and which shall not adversely affect the 
interests of Bondholders; (b) to grant to or confer upon Bondholders, or a trustee, if any. for the benefit of 
Bondholders any additional rights, remedies, powers, authority, or security that may be lawfully granted or 
conferred; (c) to incorporate modifications requested by any Rating Agency or Credit Facility provider to obtain or 
maintain a credit rating on any Series of Bonds; (d) to comply with any mandatov provision of state or Federal law 
or with any permissive provision of such law or regulation which does not substantially impair the security or right 
to payment of the Bonds but no amendment or modification shall be made with respect to any Outstanding Bonds to 
alter the amount, rate or time of payment, respectively, of the principal thereof or the interest thereon or to alter the 
redemption provisions thereof without the written consent of the Holders of all affected Outstanding Bonds; and (e) 
except as aforesaid, in such other respect as may be authorized in writing by the Holders of sixty-seven percent 
(67%) in principal amount or Original Value in the case of Capital Appreciation Bonds of the Bonds Outstanding 
and affected. In the case of a Credit Facility, Standby Agreement or Qualified Swap, if and to the extent provided in 
the Supplemental Ordinance and Determination of Bonds related thereto, the provider thereof may be the 
representative of the Bondholders of such Series or portion of such Series for purposes of Bondholder consent, 
approval or authorization. The written authorization of Bondholders of any supplement to or modification or 
amendment of the General Ordinance or any Supplemental Ordinance need not approve the particular form of any 
proposed supplement, modification or amendment but only tbe substance thereof. Bonds, the payment for which has 
been provided for in accordance with Section 6.04 of the General Ordinance, shall be deemed to be not Outstanding. 

Deuosif ofFundr for Povmenl o f  Bonds. When interest on, and principal or redemption price (as the case 
may be) of, all Bonds issued under the General Ordinance, and all amounts owed under any Credit Facility and 
Standby Agreement entered into under the General Ordinance, have been paid, or there shall have been deposited 
with the Fiscal Agent or an entity which would qualify as a Fiscal Agent under Section 7.01 thereof an mount, 
evidenced by moneys or Qualified Escrow Securities the principal of and interest on which, when due, will provide 
sufficient moneys to fully pay the Bonds at the maturity date or date fixed for redemption thereof, and all mounts 
owed under any Credit Facility and Standby Agreement entered into under the General Ordinance, the pledge and 
grant of a security interest in the Pledged Amounts under the General Ordinance shall cease and terminate, and the 
Fiscal Agent and any other depositoly of funds and accounts established thereunder shall turn over to the City or to 
such person, body or authority as may be entitled to receive the same all balances remaining in any funds and 
accounts established under the General Ordinance. 

If the City deposits with the Fiscal Agent or such other qualified entlty moneys or Qualified Escrow 
Securities sufficient to pay, together with interest thereon, the principal or redemption price of any particular Bond 
or Bonds becoming due, either at maturity or by call for redemption M otherwise, together with all interest accming 
thereon to the due date, interest on the Bond or Bonds shall cease to accrue on the due date and all liability of the 
City with respect to such Bond or Bonds shall likewise cease, except as provided in the following paragraph. 
Thereafter such Bond or Bonds shall be deemed not to be outstanding under the General Ordinance and shall have 
recourse solely and exclusively to the funds so deposited for any claims of whatsoever nature with respect to such 
Bond or Bonds, and the Fiscal Agent or such other qualified entity shall bold such funds in trust for such Holder or 
Holders. 

Moneys deposited with the Fiscal Agent or such other qualified entity pursuant to the preceding paragraphs 
which remain unclaimed two (2) years after the date payment thereof becomes due shall, upon written request of the 
City, if the City is not at the time to the knowledge of the Fiscal Agent or such other qualified entity (the Fiscal 
Agent having no responsibility to independently investigate), in default with respect to any covenant in the General 
Ordinance M the Bonds contained, be paid to the City; and the Holders of the Bond for which the deposit was made 
shall thereafter be limited to a claim against the City; provided, however, that before making any such payment to 
the City, the Fiscal Agent or such other qualified entity shall, at the expense of the City, publish in a newspaper of 
general circulation published in Philadelphia, Pennsylvania, a notice of said moneys remain unclaimed and that, 
after a date named in said notice, which date shall he not less than thirty (30) days after the date of publication of 
such notice, the balance of such moneys then unclaimed will be paid to the City. 



This section shall not be construed to limit the procedure set forth in Section 10 of the Act for calculating 
the principal or redemption price of and interest on any Bonds for the purpose of ascertaining the mEciency of 
revenues for the purpose of Sections 7(aX5) and 8(a)(iii) of the Act for the p q s e  of determining the outstanding 
net debt of the City if General Obligation Bonds of the City are refunded pursuant to the Act. 

No deposit of funds shall be made pursuant to Section 11.01 of the General Ordinance if, in the opinion of 
Bond Counsel, such action shall cause the interest on any Series of Bonds initially issued as tax exempt Bonds, to 
become subject to Federal income tax. 

Ordinances are Contracts With Bondholders. The General Ordinance and Supplemental Ordinances 
adopted pursuant thereto are contracts with the Holders of all Bonds from time to time Outstanding under the 
General Ordinance and thereunder and shall be enforceable in accordance with the provisions thereof and the laws 
of Pennsylvania. 

THE NINTH SUPPLEMENTAL ORDINANCE 

Certain of the 201 0 Bond will be issued under and are subject to the Ninth Supplemental Ordinance which 
supplements the provisions of the General Ordinance. Reference is made to the Ninth Supplemental Ordinance and 
the General Ordinance for complete details of the terms of the 2010 Bond. AN capitalized and defined terms used 
in the following summary of the Ninth Supplemental Ordinance which are not otherwise defned in this *cia1 
Statement are defned as in the General Ordinance. 

The Ninth Supplemental Ordinance authorizes the Mayor, the City Controller and the City Solicitor, or a 
majority of them (the "Bond Committee"), on behalf of the City of Philadelphia (the "City"), to borrow, by the 
issuance and sale of one or more series of Auport Revenue Bonds of the City (the "Bonds"). The Bonds are to be 
issued under and pursuant to The First Class City Revenue Bond Act of October 18, 1972, Act No. 234 (the "Act"), 
and are to be secured by the General Ordinance. The aggregate principal amount of the Bonds shall not exceed three 
hundred twenty million dollars ($320,000,000) exclusive of costs of issuance (including underwriters' discount), 
original issue discount, capitalized interest, funding of deposits to the Sinking Fund Reserve Account and similar 
items, and in the event the Bonds are issued with such items, the Bond Committee is authorized to increase the 
aggregate principal amount of the Bonds so issued, by the amount of such items (the "Additions"). 

As iadicated in the Nmth Supplemental Ordinance, the Bonds shall bear interest h m  the dated date thereof to 
mahuity or prior redemption, if any, at prescribed fixed or variable rates (not exceeding any limitation prescribed by law) 
as specified or provided in the Determination. The Bonds shall contain serjes or subseries designatjons, terms and 
provisions (including without limitation, interest payment dates, record dates, redemption provisions, denominations, 
provisions for payments by wire m f e r  and provision for issuance of the Bonds in book entry form) as the Bond 
Committee shall determine to be in the best interest of the City and which are not inconsistent with the provisions of the 
N i  Supplemental Ordinance, of the Act or of the General Ordinance. In connection with the issuance of the Bonds, 
the Bond Committee is authorized by the Ninth Supplemental Ordinance to enter into such Qualised Swaps, Exchange 
Agreements or similar instnunents as it may determine and a .  are permitted by the General Ordioance. 

The N i  Supplemental Ordinance provides that the Bonds shall not pledge the credit or taxing power of 
the City, or create any debt, charge or lien against the tax, general revenues or property of the City other than the 
revenues pledged by the General Ordinance. The Bond Committee is authorized on behalf of the City to enter into 
agreements (the "Enhancement Agreements") with any bank, insurance company or other appropriate entity 
providing credit enhancement or payment or liquidity sources for the account of the City for the Bonds, including, 
without limitation, letters of credit, lines of credit and insurance. Such Enhancement Agreements may provide for 
payment or acquisition of the Bonds if the City does not pay the Bonds when due and may provide for repayment 
with interest to the bank or other institution from the date of such payment or acquisition. The Bond Committee is 
authorized, by the Ninth Supplemental Ordinance, to make all such covenants and to take any and aU necessary or 
appropriate or other actions in connection with the consummation of the transactions contemplated by the Ninth 

I Supplemental Ordinance. 



The Ninth Supplemental Ordinance provides that the Bonds shall be issued to refund and redeem all or any 
portion of the outstanding City of Philadelphia, Pennsylvania, Airport Revenue Bonds, of one or more of the 
following series: Series 1997A, Series 1998A, Series 1998B and 20058, (the "Refunding Project") upon such terms 
and in such amounts as shall be d e t d e d  by the Director of Finance (the "Refunded Bonds"). 

The City authorizes the redemption of the Refunded Bonds in accordance witb the General Ordinance. The 
Bond Committee or the Director of Finance and the Fiscal Agent are authorized to take all actions necessary and 
appropriate to effect the redemption of the Refunded Bonds, including the issuance of required notices. 
Furthermore, the Bond Committee or the Director of Finance is authorized to enter into an Escrow Agreement (the 
"Escrow Agreement") providing for the deposit and investment of all or a portion of the Bond proceeds and other 
available funds of the City in amounts sufficient, together with interest thereon, if any, to defease the lien of such 
Refunded Bonds and providing for payment of the Refunded Bonds at maturity or redemption, as applicable, 
including all interest payable on such Refunded Bonds to such maturity or redemption dates, as applicable. 

The Bonds may have a delivery date which occurs in a fiscal year which succeeds the fiscal year in which the 
sale date of such Bonds occurred 

The proceeds of the Bonds required for the defeasance of obligations to be refunded or otherwise defeased, as 
specified in the Ninth Supplemental Ordinance, may be deposited in an escrow fund or account to be established 
pursuant to the Escrow Agreement. 

The Ninth Supplemental Ordinance provides that the City is authorized to @ant a lien and security interest 
in Passenger Facility Charges ("PFCs"), to the extent available, for the security and payment of the Bonds issued to 
refund and defease all or a portion of the 1998B Bond. 

The proceeds of the sale of the Bonds shall be used to pay all "Project Costs" as such term is detined in the 
Act, including, but without limitation, the establishment of the sinking fund reserve required by, and other funds 
permitted by, the General Ordinance, and the payment of the costs of the issuance of the Bonds. 

Pursuant to the Act, it is determined in the Ninth Supplemental Ordinance, based on the report of the 
Director of Finance filed pursuant to the Act, that the pledged Amounts Available for Debt Service will be sufkient 
to comply with the rate covenant contained in the General Ordinance and also to pay all costs, expenses and 
payments required to be paid therefrom, in the order and priority stated in the General Ordinance. 

The City covenants in the Ninth Supplemental Ordinance that, so long as any Bond shall remain unpaid, it 
will make payments or cause payments to be made out of the Sinking Fund established pursuant to the General 
Ordinance or any of the other Aviation Funds available therefor, at such times and in such amounts as shall be 
sufficient for the payment of the interest thereon and the principal thereof when due. Prior to approval of the Ninth 
Supplemental Ordinance by City Council, the City delivered to the Chief Clerk of City Council an opinion of the 
City Solicitor to the effect, inter a h ,  that the holders of the Bonds have no claim upon the taxing power or general 
revenues of the City nor any lien upon any of the property of the City other than the Pledged Amounts pledged for 
the Bonds. 

The City covenants in the Ninth Supplemental Ordinance that it will make no investment or other use of the 
proceeds of the Bonds which would cause the Bonds to be "arbitrage bonds" under Section 148 of the Internal 
Revenue Code of 1986, as amended, and Treasury Regulations promulgated thereunder (the "Code"), and that the 
City will comply with the requirements of Section 148 of the Code throughout the term of the Bonds as more fully 
described in the determination of the Bond Committee. The Director of Finance is authorized to execute on behalf of 
the City a report of the issuance of the Bonds as required by Section 149(e) of the Code. 

The Ninth Supplemental Ordinance provides, in the text of the Form of Bond included therein, that the 
Bonds shall be special obligations of the City payable solely from the pledged rentals, revenues and moneys and 
neither the credit nor the taxing power of the City is pledged for the payment of the principal of or interest on the 
Bonds, nor shall the Bonds be or be deemed to be a general obligation of the City. The Bonds together with all parity 
bonds of the City issued under the General Ordinance and all subsequent supplemental ordinances, shall be equally 
and ratably secured under the General Ordinance, to the extent set forth in the General Ordinance, by a pledge of 



Pledged Amounts which shall include Project Revenues defined to include revenues, rents, rates, tolls or other 
charges imposed and moneys received by or on behalf of the City from or in connection with the ownership and 
operation of the Airport System (exciusive of certain revenues as described in the General Ordinance), as more fully 
defined in the General Ordinance, provided however, that certain passenger facility charges described in the Ninth 
Supplemental Ordinance which comprise a portion of Pledged Amounts are pledged to the Refunding 1998B Bond and 
are to be deposited directly into the Sinking Fund to pay debt service on the Refunding 1998B Bond. The City 
covenants, so long as the Bonds shaU remain outstanding, it will pay or cause to be paid from the pledged Amounts 
Available for Debt Service deposited in the Sinking Fund, and other amounts available therefor, the principal of, 
redemption premium, if any, and interest on the Bonds as the same shall become due and payable. 

The Ninth Supplemental Ordinance authorizes the Director of Finance to execute and deliver a continuing 
disclosure agreement relating to the Bonds, meeting the requirements of Securities and Exchange Commission Rule 
15~2-12@)(5). The City covenants and agrees that it will comply with and carry out all of the provisions of such 
continuing disclosure agreement. 

THE TENTE SUPPLEMENTAL ORDINANCE 

Certain of the 2010 Bondr will be issued under and are subject to the Tenth Supplemental Ordinance which 
supplements the provisions of the General Ordinance. Reference is made to the Tenth Supplemental Ordinance and 
the General Ordinance for complete details of the terms of the 2010 Bonds. All capitalized and defined terms used 
in the following summary of the Tenth Supplemental Ordinance which are not otherwise defined in this OfFcial 
Statement are defined as in the General Ordinance. 

The Tenth Supplemental Ordinance authorizes the Mayor, the City Controller and the City Solicitor, or a 
majority of them (the "Bond Committee"), on behalf of the City of Philadelphia (the "City"), to borrow, by the 
issuance and sale of one or more series of Auport Revenue Bonds of the City (the "Bonds"). The Bonds are to be 
issued under and pursuant to The First Class City Revenue Bond Act of October 18, 1972, Act No. 234 (the "Act"), 
and are to be secured by the General Ordinance. The aggregate principal amount of the Bonds shall not exceed Six 
Hundred Five Million Dollars ($605,000,000) exclusive of costs of issuance (including underwriters' discount), 
original issue discount, capitalized interest, funding of deposits to the Sinking Fund Reserve Account and similar 
items, and in the event the Bonds are issued with such items, the Bond Committee is authorized to increase the 
aggregate principal amount of the Bonds so issued, by the amount of such items (the "Additions"). 

As indicated in the Tenth Supplemental Ordinance, the Bonds shall bear interest from the dated date thereof to 
maturity or prior redemption, if any, at prescribed fixed or variable rates (not exceeding any limitation prescribed by law) 
as specified or provided in the Determination. The Bonds shall contain series or subseries designations, terms and 
provisions (including without limitation, interest payment dates, record dates, redemption provisions, denominations, 
provisions for payments by wire hansfer and provision for issuance of the Bonds in book entry form) as the Bond 
Committee shall determine to be in the best interest of the City and which are not inconsistent with the pmvisions of the 
Tenth Supplemental Ordinance, of the Act or of the General Ordinance. 

The Tenth Supplemental Ordinance provides that the Bonds shall not pledge the credit or taxing power of 
the City, or create any debt, charge or lien against the tax, general revenues or property of the City other than the 
revenues pledged by the General Ordinance. The Bond Committee is authorized on behalf of the City to enter into 
agreements (the "Enhancement Agreements") with any bank, insurance company or other appropriate entity 
providing credit enhancement or payment or liquidity sources for the account of the City for the Bonds, including, 
without limitation, letters of credit, lines of credit and insurance. Such Enhancement Agreements may provide for 
payment or acquisition of the Bonds if the City does not pay the Bonds when due and may provide for repayment 
with interest to the bank or other institution from the date of such payment or acquisition. The Bond Committee is 
authorized, by the Tenth Supplemental Ordinance, to make all such covenants and to take any and all necessary or 
appropriate or other actions in connection with the consummation of the Pdnsactons contemplated by the Tenth 
Supplemental Ordinance. 

The Tenth Supplemental Ordinance provides that not more than an aggregate principal amount of Five 
Hundred Thirty Five Million Dollars ($535,000,000) shall be used for capital projects which consist of such capital 
improvements to the Airport System as may, from time to time, be included in the capital budget of the City; the 



construction of such other improvements to, and facilities in, the Airport System, and the acquisitios demolition or 
replacement of such other real property or property of a capital nature for use in the operation, maintenance and 
administration of the Airport System as the Director of Commerce may, from time to time. deem necessary or 
desirable for the prudent management of the A~rport System and secure, to the extent required by the Home Rule 
Charter, the approval of this Council therefor; and the permanent funding of the cost, if any, of any of the foregoing 
projects that have been, or hereafter may be. temporarily funded by advances from other funds of the City, or by the 
Airlines, or by notes (including commercial paper) issued in anticipation of the issuance of the Bonds, together with 
interest thereon; and that not more than a principal amount of Seventy Million Dollars ($70,000,000) shall be used 
for refunding, defeasing or redeeming all or a portion of the Series 1998B Bonds upon such terms and in such 
amounts as shall he determined by the Director of Finance (the "Refunded Bonds"). 

The City authorizes the redemption of the Refunded Bonds in accordance with the General Ordinance. The 
Bond Committee or the Director of Finance and the Fiscal Agent are authorized to take all actions necessary and 
appropriate to effect the redemption of the Refunded Bonds, including the issuance of required notices. 
Furthermore, the Bond Committee or the Director of Finance is authorized to enter into an Escrow Agreement (the 
"Escrow Agreement") providing for the deposit and investment of all or a portion of the Bond proceeds and other 
available funds of the City in amounts sufficient, together with interest thereon, if any, to defease the lien of such 
R e h d e d  Bonds and providing for payment of the Refunded Bonds at maturity or redemption, as applicable, 
including all interest payable on such Refunded Bonds to such maturity or redemption dates, as applicable. 

The Bonds may have a delivery date which occurs in a fiscal year which succeeds the fiscal year in which the 
sale date of such Bonds occurred. 

The proceeds of the Bonds required for the defeasance of obligations to be refunded or otherwise defeased, 
as specified in the Tenth Supplemental Ordinance, may be deposited in an escrow fund or account to be established 
pursuant to the Escrow Agreement. 

The Tenth Supplemental Ordinance provides that the City is authorized to grant a lien and security interest 
in Passenger Facility Charges ("PFCs"), to the extent available, for the security and payment of the Bonds issued to 
refund and defease all or a portion of the 1998B Bond. 

The proceeds of the sale of the Bonds shall be used to pay all "Project Costs" as such term is defined in the 
Act, including, but without limitation, the establishment of the sinking fund reserve required by, and other funds 
permitted by, the Gencral Ordinance, and the payment of the costs of tbe issuance of the Bonds. 

Pursuant to the Act, it is determined in the Tenth Supplemental Ordinance. based on the report of the 
Director of Finance filed pursuant to the Act, that the pledged Amounts Available for Debt Service will be sufticient 
to comply with the rate covenant contained in the General Ordinance and also to pay all costs. expenses and 
payments required to be paid therefrom. in the order and priority stated in the General Ordinance. 

The City covenants in the Tenth Supplemental Ordinance that. so long as any Bond shall remain unpaid, it 
will make payments or cause payments to be made out of the Sinking Fund established pursuant to the General 
Ordinance or any of the other Aviation Funds available therefor, at such times and in such amounts as shall be 
sufficient for the payment of the interest thereon and the principal thereof when due. Prior to approval of the Tenth 
Supplemental Ordinance by City Council, the City delivered to the Chief Clerk of City Council an opinion of the 
City Solicitor to the effect, inter aha, that the holders of the Bonds have no claim upon the taxing power or general 
revenues of the City nor any lien upon any of the property of the City other than the Pledged Amounts pledged for 
the Bonds. 

The City covenants in the Tenth Supplemental Ordinance that it will make no investment or other use of 
the proceeds of the tax-exempt Bonds which would cause the tax-exempt Bonds to be "arbitrage bonds" under 
Section 148 of the Internal Revenue Code of 1986, as amended, and Treasury Regulations promulgated thereunder 
(the "Code"), and that the City will comply with the requirements of Section 148 of the Code throughout the term of 
the tax-exempt Bonds as more fully described in the determination of the Bond Committee. The Director of Finance 
is authorized to execute on behalf of the City a report of the issuance of the Bonds as required by Section 149(e) of 
the Code. 



The Tenth Supplemental Ordinance provides, in the text of the Form of Bond included therein, that the 
Bonds shall be special obligations of the City payable solely from the pledged rentals, revenues and moneys and 
neither the credit nor the taxing power of the City is pledged for the payment of the principal of or interest on the 
Bonds, nor shall the Bonds be or be deemed to be a general obligation of the City. The Bonds together with all parity 
bonds of the City issued under the General Ordinance and all subsequent supplemental ordinances, shall be equally 
and ratably secured under the General Ordinance, to the extent set forth in the General Ordinance, by a pledge of 
Pledged Amounts which shall include Project Revenues defined to include revenues, rents, rates, tolls or other 
charges imposed and moneys received by or on behalf of the City from or in connection with the ownership and 
operation of the Airport System (exclusive of certain revenues as described in the General Ordinance), as more fully 
defined in the General Ordinance, together with certain other amounts as set forth in the General Ordinance, provided, 
however, that certain passenger facility charges described in the Tenth Supplemental Ordinance which wmprise a portion 
of Pledged Amounts are pledged to the Refunding 1998B Bond and are to be deposited directly into the S&g Fund to 
pay debt service on the Refundmg 1998B Bond. The City covenants, so long as the Bonds shall remain outstanding, it 
will pay or cause to be paid from the pledged Amounts Available for Debt Senice deposited in the Sinking Fund, and 
other amounts available therefor, the principal of, redemption premium, if any, and interest on the Bonds as the same 
shall become due and payable. 

The Tenth Supplemental Ordinance authorizes the Director of Finance to execute and deliver a continuing 
disclosure agreement relating to the Bonds, meeting the requirements of Securities and Exchange Commission Rule 
15~2-12@)(5). The City covenants and agrees that it will comply with and cany out all of the provisions of such 
continuing disclosure agreement. 

INSURANCE AND REIMBURSEMENT AGREEMENT 

Below is a summary of the Insurance and Reimbursement Agreement, by and among the City, U S .  Bank 
National Association and Assured Guaranty Municipal Carp. All capitalized terms used in the following summary 
ofthe Insurance and Reimbursement Agreement are defined as in the Insurance and Reimbursement Agreement and 
may be differently referenced in other panions of this qfficial Statement. Capitalized terms not otherwise de$ned in 
the Insurance and Reimbursement Agreement have the meanings ascribed to such tenm in the General Ordinance. 
This summary is in all respects subject to and qualified in its entirely by reference to the Insurance and 
Reimbursement Agreement in its completefonn. 

Certain Debitions 

"AGMCommitment" means the Bond Insurer's Commitment to Issue a Municipal Bond Insurance Policy to 
insure scheduled payments of priocipal and interest due on the lnsured Bonds. 

"Agreement" means the Insurance and Reimbursement Agreement dated as of November 15, 2010, 
including any amendments or any supplements hereto as herein permitted. 

"Bond Insurer" means Assured Guaranty Municipal Corp. (formerly known as Financial Security 
Assurance Inc.) a financial guaranty insurance company, or any successor thereto or assignee thereof. 

"Counsel" means nationally recognized municipal bond counsel acceptable to the Bond Insurer. 

"Insurance Policy" means the insurance policy issued by the Bond Insurer guaranteeing the scheduled 
payment of principal of and interest on the Insured Bonds when due. 

"Insured B o d "  means the $89,505,000 City of Philadelphia Airport Revenue Bonds, Series 2010A and 
$1,940,000 City of Philadelphia Auport Revenue Refunding Bonds, Series 2010D as more fully described in the 
Official Statement. 

"Issuance Date" means the date upon which the Insurance Policy is issued. 



"AGM Commitment" means the Bond Insurer's Commitment to Issue a Municipal Bond Insurance Policy to 
insure scheduled payments of principal and interest due on the Insured Bonds. 

"Related Documents" means the Bonds, the Ordinance, Bond Committee Determination, the Bond 
Purchase Agreement and any other transaction document or agreement contemplated by the Bonds or this 
Agreement. 

Covenants 

In the Agreement, the City represents and warrants to, and covenants with, the Bond Insurer that: 

(a) The City is organized and is duly established and existing under the laws of the Commonwealth 
and has approved the issuance of the Bonds. 

(b) The City has the full power and authority (corporate and other) to execute and deliver the 
Agreement and to enter into the transactions contemplated by the Agreement and the Related Documents. The 
execution and delivery of the Agreement and each of the Related Documents has been duly authorized by the City, 
and aU necessary approvals for the execution, delivery and performance by the City of the Agreement and the 
Related Documents have been obtained. 

(c) The execution and delivery of the Agreement and each of the Related Documents, the 
consummation of the transactions contemplated thereby and the fulfillment of or compliance with the terms and 
conditions of the Agreement and each Related Document by the City do not conflict with or result in any material 
breach or violation of any of the terms, conditions or provisions of any applicable laws, including regulations, or any 
material agreement or instrument to which the City is now a party or by which it is bound, or constitute a default 
under any of the foregoing which default would materially and adversely affect the consummation of the 
transactions contemplated and by the terms of the Related Documents. 

(d) The Agreement and each Related Document to which the City is a party, when executed and 
delivered by the City, assuming the due authorization, execution and delivery by the other parties thereto, will 
constitute the legal, valid and binding obligations of the City, enforceable against the City in accordance with their 
terms, except as such enforceability may be limited by bankruptcy, insolvency, reorganization, moratorium or other 
similar laws affecting creditors' rights generally and general equitable principles. 

(e) The City covenants and agrees to take such action or cause such action to be taken (including, as 
applicable, filing of UCC financing statements and continuations thereof) as is necessary fiom time to time to 
preserve the priority of the pledge of the Pledged Amounts (excluding PFCs which are pledged under Section 4.02 
of the Ordinance) under applicable law. 

(0 The City shall provide or cause to be provided to the Bond Insurer at or prior to the disbursement 
of the proceeds of the Bonds by the City (i) conformed copies of the Agreement and (ii) such opinions of legal 
counsel evidencing necessary or appropriate corporate action by the City, and other documents as may reasonably be 
requested by the Bond Insurer, including documents evidencing any required approvals of the transactions 
contemplated to be undertaken by the City under the Agreement. 

The Fiscal Agent represents and warrants to, and covenants with, the Bond Insurer that: 

(a) The Fiscal Agent is organized and is duly established and existing under the laws of the United 
States of America and is authorized under the laws of the Commonwealth to act as fiscal agent under the Ordinance. 

@) The Fiscal Agent has the full power and authority (corporate and other) to execute and deliver the 
Agreemat and to enter into the transactions contemplated by the Agreement and the Related Documents to which it 
is a party. The execution and delivery of the Agreement and each of the Related Documents to which it is a party 



has been duly authorized by the Fiscal Agent, and all necessary approvals for the execution, delivery and 
performance by the Fiscal Agent of the Agreement and the Related Documents have been obtained. 

(c) The Agreement and each Related Document to which the Fiscal Agent is a party, when executed 
and delivered by the Fiscal Agent, assuming the due authorization, execution and delivery by the other parties 
thereto, will constitute the legal, valid and biding obligations of the Fiscal Agent, enforceable against the Fiscal 
Agent in accordance with their terms, except as such enforceability may be limited by bankruptcy, insolvency, 
reorganization, moratorium or other similar laws affecting creditors' rights generally and general equitable 
principles. 

(d) The Fiscal Agent covenants and agrees to take such action or cause such action to be taken 
(including, as applicable, filing of UCC financing statements and continuations thereof) as is necessary from time to 
time to preserve the priority of the pledge of the Pledged Amounts (excluding PFCs which are pledged under 
Section 4.02 of the Ordinance) under applicable law. 

Provisions Relating to Bond Insurance 

The prior written consent of the Bond Insurer is a condition precedent to the deposit of any credit 
instrument provided in lieu of a cash deposit into the Parity Sinking Fund Reserve Account for the Insured Bonds. 
Notwithstanding anythug to the contrary set forth in the Ordinance, amounts on deposit in the Parity Sinking Fund 
Reserve Account shall be applied solely to the payment of debt service due on the Bonds and other bonds payable 
from the Parity Sinking Fund Reserve Account. 

The Bond Insurer is deemed to be the sole holder of the Insured Bonds for the purpose of exercising any 
voting right or privilege or giving any consent or direction or taking any other action that the holders of the Insured 
Bonds are entitled to take pursuant to the Ordinance with respect to (i) defaults and remedies and (ii) the duties and 
obligations of the Fiscal Agent. Remedies granted to the Bondholders sball expressly include mandamus. 

The maturity of Insured Bonds shall not be accelerated without the consent of the Bond Insurer and in the 
event the maturity of the Insured Bonds is accelerated, the Bond Insurer may elect, in its sole discretion, to pay 
accelerated principal and interest accrued on such principal to the date of acceleration (to the extent unpaid by the 
City) and the Fiscal Agent shall be required to accept such amounts. Upon payment of such accelerated principal 
and interest accrued to the acceleration date as provided above, the Bond Insurer's obligations under the Insurance 
Policy with respect to such Insured Bonds shall be fully discharged. 

No grace period for a covenant default shaU exceed 30 days or be extended for more than 60 days, without 
the prior written consent of the Bond Insurer. The Bond Insurer shall be included as a third party beneficiary to the 
Ordinance. 

The exercise of any provision of the Ordinance which permits the purchase of Insured Bonds in lieu of 
redemption shall require the prior written approval of the Bond Insurer if any Insured Bond so purchased is not 
cancelled upon purchase. Any amendment, supplement, modification to, or waiver of, the Ordinance or any other 
Related Document, that requires the consent of Bondowners or adversely affects the rights and interests of the Bond 
Insurer shall be subject to the prior written consent of the Bond Insurer. Unless the Bond Insurer otherwise directs, 
upon the occurrence and continuance of an Event of Default or an event which with notice or lapse of time would 
constitute an Event of Default, amounts on deposit in the Aviation Capital Fund shall not be disbursed, but shall 
instead be applied to the payment of debt service or redemption price of the Insured Bonds. 

To accomplish defeasance, the City shall cause to be delivered (i) a report of an independent firm of 
nationally recognized certified public accountants or such other accountant as shall be acceptable to the Bond 
Insurer ("Accountant") verifying the sufficiency of the escrow established to pay the Bonds in full on the maturity or 
redemption date ("Verification"), (ii) an Escrow Deposit Agreement (which shall be acceptable in form and 
substance to the Bond Insurer), (iii) an opinion of nationally recognized bond counsel to the effect that the Bonds are 
no longer "Outstanding" under the Ordinance and (iv) a certificate of discharge of the Fiscal Agent with respect to 
the Insured Bonds; each Verification and defeasance opimon shall be acceptahle in form and substance, and 
addressed to the City, Fiscal Agent and Bond Insurer. The Bond Insurer shall be provided with final drafts of the 



above-referenced documentation not less than five business days prior to the funding of the escrow. Insured Bonds 
shall be deemed "Outstanding" under the Ordinance unless and until they are in fact paid and retired or the above 
criteria are met. Amounts paid by the Bond Insurer under the Insurance Policy shall not be deemed paid for 
purposes of the Ordinance and the Insured Bonds relating to such payments shall remain Outstanding and continue 
to be due and owing until paid by the City in accordance with the Ordinance. The Ordinance shall not be discharged 
unless all amounts due or to become due to the Bond Insura have been paid in full or duly providedfor. 

Upon payment of a claim under the Insurance Policy, the Fiscal Agent shall establish a separate special 
purpose trust account for the benefit of Bondholders referred to herein as the "Policy Payments Account" and over 
which the Fiscal Agent shall have exclusive control and sole right of withdrawal. The Fiscal Agent shall receive any 
amount paid under the Insurance Policy in trust on behalf of Bondholders and shall deposit any such amount in the 
Policy Payments Account and distribute such amount only for purposes of making the payments for which a claim 
was made. Such amounts shall be disbursed by the Fiscal Agent to Bondholders in the same manner as principal and 
interest payments are to be made with respect to the Insured Bonds under the sections in the Ordinance regarding 
payment of Bonds. It shall not be necessary for such payments to be made by checks or wire transfers separate from 
the check or wire transfer used to pay debt service with other funds available to make such payments. 
Notwithstanding anything herein to the contrary, the City agrees to pay to the Bond Insurer (i) a sum equal to the 
total of all amounts paid by the Bond Insurer under the Insurance Policy (the "Insurer Advances"); and (ii) interest 
on such Insurer Advances from the date paid by the Bond Insurer until payment thereof in full, payable to the Bond 
Insurer at the Late Payment Rate per m u m  (collectively, the "Insurer Reimbursement Amounts"). "Late Payment 
Rate" means the lesser of (a) the greater of (i) the per annum rate of interest, publicly announced fiom time to time 
by JPMorgan Chase Bank at its principal office in The City of New York, as its prime or base lending rate (any 
change in such rate of interest to be effective on the date such change is announced by JF'Morgan Chase Bank) plus 
3%, and (ii) the then applicable highest rate of interest on the Bonds and (b) the maximum rate permissible under 
applicable usury or similar laws limiting interest rates. The Late Payment Rate shall be computed on the basis of the 
actual number of days elapsed over a year of 360 days. The City agrees that the Insurer Reimbursement Amounts 
are secured by a lien on and pledge of the Pledged Amounts (excluding PFCs which are pledged under Section 4.02 
of the Ordinance) and payable from such Pledged Amounts on a parity with debt service due on the Insured Bonds. 

Funds held in the Policy Payments Account shall not be invested by the Fiscal Agent and may not be 
applied to satisfy any costs, expenses or liabilities of the Fiscal Agent. Any funds remaining in the Policy Payments 
Account following a Insured Bond payment date shall promptly be remitted to the Bond Insurer. 

The Bond Insurer shall, to the extent it makes any payment of principal of or interest on the Insured Bonds, 
become subrogated to the rights of the recipients of such payments in accordance with the terms of the Insurance 
Policy. Each obligation of the City to the Bond Insurer under the Related Documents shall survive discharge or 
termination of such Related Documents. 

The City shall pay or reimburse the Bond Insurer any and all charges, fees, costs and expenses that the 
Bond Insurer may reasonably pay or incur in connection with (i) the administration, enforcement, defense or 
preservation of any rights or security in any Related Documents; (ii) the pursuit of any remedies under the 
Ordinance or any other Related Document or otherwise afforded by law or equity, (iii) any amendment, waiver or 
other action with respect to, or related to, the Ordinance or any other Related Document whether or not executed or 
completed, or (iv) any litigation or other dispute in connection with the Ordinance or any other Related Document or 
the bansactions contemplated thereby, other than costs resulting from the failure of the Bond Insurer to honor its 
obligations under the Insurance Policy. The Bond Insurer reserves the right to charge a reasonable fee as a condition 
to executing any amendment, waiver or consent proposed in respect of the Ordinance or any other Related 
Document. After payment of reasonable expenses of the Fiscal Agent, the application of funds realized upon default 
shall be applied to the payment of expenses of the City or rebate only after the payment of past due and current debt 
service on the Insured Bonds and amounts required to restore the Parity Sinking Fund Reserve Account to the 
Sinking Fund Reserve Requirement. 



AIRLINE AGREEMENTS 

Below is a summary of the Airline Agreements which the Ciiy has entered info with each of the Signatory 
Airlines accounting for substantially all of the landed weight ot the Airport. This summary is in all respects subject 
to and qualified in its entirety by reference to the summarizedagreement in its complete form. 

Term 

The Agreement commenced on July 1,2007 and shall terminate on June 30.20 11. 

Use of Airport 

All of the gates are being leased on a preferential-use basis or a common use basis. The Agreement grants 
to the Signatory Airlines the use, in common with others, of the M o r t  and appurtenances, i n c l u b  the Terminal 
Buildings, the Ramp Area and the Airfield for the purpose of operating an Air Transportation Business and related 
facilities, equipment and improvements for the carriage of persons, property, baggage cargo and mail. 

Each airline was provided with and agreed to Exhibits to the Agreement (Exhibits B and C) setting for the 
overall leased premises and the specific leased premises of each signatory airline. 

The Signatory Airlines have the right to provide ground handling services. 

Airline Requirements 

The Signatory Airlines are required to meet certain insurance, environmental and security standards that are 
consistent with the provisions contained in large hub airport use and lease agreements across the country. 

Aeeommodation of New Entrant Airlines 

The Airline Agreement contains provisions obligating each Signatory Airline to accommodate the proposed 
operations of another airline at such Signatory Airline's preferential-use premises under certain circumstances. If 
the City cannot accommodate the existing or proposed operations of a requesting airline (either a Signatory Airline 
or Non-Signatory Airline) on a common-use gate and provided that the use by the requesting airline would not 
interfere with a Signatory Airline's operations. the Signatory Airline may be required to accommodate the 
requesting airline at the City's direction. 

If the requesting airline's operations cannot be accommodated at a Signatory Airline's preferential-use 
premises, the Airline Agreement also provides for the reallocation of leased gates and other terminal areas to 
provide facilities for lease to a requesting airline or for additional common-use gates. The City may reallocate a 
portion of any Signatory Airline's leased premises according to specified procedures if such Signatory Airline does 
not maintain certain minimum use requirements. The minimum use requirement ranges between 4.25 departures per 
gate per day for a Signatory Airline leasing only one gate to 5.75 departures per gate per day for Signatory Airlines 
leasing four or more gates. 

Cost Centers 

For purposes of developing rentals, fees and charges under the Airline Agreement, the Airport System has 
been divided into the following cost centers to which all revenues, expenses, and debt service on Avport Revenue 
Bonds are allocated. Under the Airline Agreement, each Signatory Airline agrees that, pursuant to the Authorizing 
Legislation (as defined therein), which includes the General Ordinance, the City shall impose, charge and collect and 
the Signatory Airline agrees to pay such rental charges and fees as may be required pursuant to the Authorizing 
Legislation (including the Rate Covenant). 

Effective July 1,2007, all revenues derived from such cost centers are Project Revenues under the General 
Ordinance. 



Terminal Area. Revenues from the Terminal Building consist of concession revenues, Terminal Rentals, 
International Common Use Area Revenues, and miscellaneous revenues. 

Airtield Area, Other Buildinm and Areas. and Northeast Philadelohia Aimorf. Revenues from the Aimeld 
Area, Other Buildings and Areas, and Northeast Philadelphia Airport consist of landing fees, site rentals, fuel 
flowage fees, concession fees and other direct charges. 

 ram^ Areas. Revenues from the Ramp Areas consist of charges for use of aircraft parking ramps 

Outside Terminal Area. Parking revenues and other revenues generated by or allocable to the Outside 
Terminal Area (OTA) cost center historically were excluded from Project Revenues. Effective July 1,2007, all such 
revenues are pledged as Project Revenues. OTA revenues comprise net parking revenues, certain rental car 
revenues, certain ground hansportation revenues, and revenues from a hotel. 

Airport Services. Revenues from Airport Services consist of revenues not directly accounted for in the 
other Cost Centers. Expenses associated with Airport Services are allocated to the other Cost Centers based on the 
proportionate share of Operating Expenses and Non-Airline Revenues directly allocated to each such Cost Center. 

Adjustment of Rentals, Fees, and Charges 

The Airline Agreement provides for the periodic adjustment of Landing Fee Rates, Terminal Rentals, 
International Common Use Area Fees, Ramp Area Rentals, and other charges, normally in connection with the 
City's budgeting process to allow for variations in revenues, expenses, and fund requirements. Fund requirements 
include those amounts required to maintain balances in the Bond Redemption and Improvement Account and O&M 
Account. 

land in^ Fee Rates. Signatory Airline Landing Fees are calculated according to a multiple cost-center 
residual methodology to recover the net costs of the Afield Area, Other Buildings and Areas, and Northeast 
Philadelphia Airport cost centers. The Airfield Area Requirement is calculated by summing all estimated debt 
service requirements, operating expenses, and fund requirements allocable to the three cost centers and deducting (I) 
all estimated revenues for the three cost centers kom sources other than Landing Fees, (2) any Airline Revenue 
Allocation, equal to 50% of any net revenues of the OTA cost center in excess of $7.0 million from the prior Fiscal 
Year, and (3) 2% of the operating costs of the A i e l d  Area included in Ramp Area Rentals. The residual amount is 
divided by the landed weight of the Signatory Airlines to derive the required airline Landing Fee rate per 1,000 
pounds of landed weight. 

Terminal Renfals and Inlernational Common Use Area Fees. Terminal Building Rentals are calculated to 
ensure that all debt service requirements, operating expenses, and fund requirements allocable to the Terminal 
Building are recovered according to a cost-center residual rate calculation methodology. 

For use of the international terminal facilities, the City collects from the airlines Federal Inspection 
Services (FIS) Area charges, departure and amval gate use fees, and space rentals for leased areas. The FIS Area 
includes space for customs, border protection, and immigration inspection offices; iobound baggage and 
international baggage claim facilities; and a pro rata share of public space. FIS Area charges are calculated by 
dividing the total cost of FIS space by the number of deplaning passengers using the FIS facilities. 

Ramu Area Rentals. Ramp Area Rentals are calculated to ensure that all debt service requirements, 
operating expenses, and fund requirements allocable to the Ramp Area are recovered according to a modified cost- 
center residual rate calculation methodology. While no operating expenses are directly assigned to the Ramp Area, 
2% of the operating expenses of the Airfield Area are included in the calculation of Ramp Area Rentals. 

Non-S~nnalorv A~rlrne Rcwfal~ Fees and ('barges Kon-S~gnatory Airlines are requued to pa!, amounts 
eaual to 115% of the calculated Slmaton' Alrl~ne I.andlna Fee Rate. Termmal Rentals. lnlernahonal Common Use - 
Area Fees. and Domestic Common Use Area Fees. 



Annual Adiuslment. On the basis of the Aviation Operating Fund budget and applicable rate covenants 
prescribed in the General Ordinance, the City computes the rates and charges which it regards as necessary for the 
ensuing FY. Under the Airline Agreement, the City must provide such computations to the Signatory Airlines no 
less than 45 days, and hold a consultation meeting no less than 30 days, prior to implementation of the adjustment. 

Mid-Year Adiusfmenf. Additional provisions permit adjustments during any FY in the event the City 
estimates a substantial (10% or more) decrease in revenues or increase in expenses. Under the Airline Agreement, 
the City must hold a consultation meeting with the Signatory Airlines no less than 30 days prior to any such mid- 
year adjustment. 

Majority-in-Interest Approval of Capital Expenditures 

Under the Airline Agreement, Capital Expenditures are deemed approved by the Signatory Airlines unless 
they are specifically disapproved by a Majority-in-Interest. For projects affecting Terminal Area rentals, fees, and 
charges, Majority-in-Interest is defined as more than 50% plus one in number of the Signatory Airlines that together 
accounted for more than 50% of the passengers enplaned at the Airport during the preceding calendar year. For 
projects affecting Airfield Area fees and charges, Majority-in-Interest is defmed as more than 50% plus one in 
number of the Signatory Airlines that together accounted for more than 50% of landed weight at the Airport during 
the preceding calendar year. Majority-in-Interest approval obligates the Signatory Airlines to pay rentals, fees, and 
charges as required to enable the City to comply with the Rate Covenant. 

Default Provisions 

The Agreement provides for an event of default if a Signatory Airline abandons its space for a period of 
fifteen days. 

The Agreement provides for a ten day notice and cure period for monetary defaults and a thirty day notice 
period for non-monetary defaults. 
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APPENDIX V 

THE GOVERNMENT OF THE CITY OF PHILADELPHIA 

General 

The City was incorporated in 1789 by an Act of the General Assembly of the Commonwealth of 
Pennsylvania (the "Commonwealth") (predecessors of the City under charters granted by William Penn in 
his capacity as proprietor of the colony of Pennsylvania may date to as early as 1684). In 1854, the General 
Assembly, by an act commonly referred to as the Consolidation Act, made the City's boundaries 
coterminous with the boundaries of Philadelphia County (the same boundaries that exist today) (the 
"County"), abolished all governments within these boundaries other than the City and the County and 
consolidated the legislative functions of the City and the County. Article 9, Section 13 of the Pennsylvania 
Constitution abolished all county offices in the City and provides that the City performs all functions of 
county government and that laws applicable to counties apply to the City. 

Since 1952, the City has been governed under a Home Rule Charter authorized by the General 
Assembly (First Class City Home Rule Act, Act of April 21, 1949, P.L. 665, Section 17) and adopted by 
the voters of the City. The Home Rule Charter, as amended and supplemented to this date, provides, 
among other things, for the election, organization, powers and duties of the legislative branch (the "City 
Council"); the election, organization, powers and duties of the executive and administrative branch; and the 
basic rules governing the City's fiscal and budgetary matters, contracts, procurement, property and records. 
The Home Rule Charter, as amended, now also provides for the governance of The School District of 
Philadelphia (the "School District") as a home rule school district. Certain other constitutional provisions 
and Commonwealth statutes continue to govern various aspects of the City's affairs, notwithstanding the 
broad grant of powers of local self-government in relation to municipal functions set forth in the First Class 
City Home Rule Act. 

Under the Home Rule Charter, as currently in effect, there are two principal governmental entities 
in Philadelphia: (1) the City, which perfoms ordinary municipal functions as well as traditional county 
functions; and (2) the School District, which has boundaries coterminous with the City and has 
responsibility for all public primary and secondary education. 

The court system in Philadelphia, consisting of Common Pleas, Municipal and Traffic Courts, is 
part of the Commonwealth of Pennsylvania judicial system. Although judges are paid by the 
Commonwealth, most other court costs are paid by the City, with partial reimbursement fiom the 
Commonwealth. 

Government Services 

Municipal services provided by the City include: police and fire protection; health care; certain 
welfare programs; construction and maintenance of local streets, highways, and bridges; trash collection, 
disposal and recycling; provision for recreational programs and facilities; maintenance and operation of the 
water and wastewater systems (the "Water and Wastewater Systems"); the acquisition and maintenance of 
City real and personal property, including vehicles; maintenance of building codes and regulation of 
licenses and permits; maintenance of records; collection of taxes and revenues; purchase of supplies and 
equipment; construction and maintenance of airport facilities; and maintenance of a prison system. The 
City owns the assets that comprise the Philadelphia Gas Works ("PGW or the "Gas Works"). PGW serves 
residential, commercial, and industrial customers in the City. PGW is operated by Philadelphia Facilities 
Management Cotporation ("PFMC"), a non-profit corporation specifically organized to manage and 
operate the PGW for the benefit of the City. 



Local Government Agencies 

There are a number of significant governmental authorities and quasi-governmental non-profit 
corporations that also provide services within the City. 

The Southeastern Pennsylvania Transportation Authority ("SEPTA"), which is supported by transit 
revenues and Federal, Commonwealth, and local funds, is responsible for developing and operating a 
comprehensive and coordinated public transportation system in the southeastern Pennsylvania region. 

The Philadelphia Parking Authority is responsible for the construction and operation of parking 
facilities in the City and at the Philadelphia International Airport and, by contract with the City, for 
enforcement of on-street parking regulations. 

The Philadelphia Municipal Authority (formerly The Equipment Leasing Authority of 
Philadelphia) ("PMA") was originally established for the purpose of buying equipment and vehicles to be 
leased to the City. PMA's powers have been expanded to include, without limitation, the construction and 
leasing of municipal solid waste disposal facilities, correctional facilities, and other municipal buildings. 

The Redevelopment Authority of the City of Philadelphia (the "Redevelopment Authority") and 
the Philadelphia Housing Authority develop andlor administer low and moderate income rental units and 
housing in the City. The Redevelopment Authority, supported by Federal funds through the City's 
Community Development Block Grant Fund and by Commonwealth and local funds, is responsible for the 
redevelopment of the City's blighted areas. 

The Hospitals and Higher Education Facilities Authority of Philadelphia (the "Hospitals 
Authority") assists non-profit hospitals by financing hospital construction projects. The City does not own 
or operate any hospitals. The powers of the Hospitals Authority have been expanded to permit the 
financing of construction of buildings and facilities for certain colleges and universities and other health 
care facilities and nursing homes. 

The Philadelphia Industrial Development Corporation ("PLDC") and its affiliate, the Philadelphia 
Authority for Industrial Development ("PAID), coordinate the City's efforts to maintain an attractive 
business environment and to attract new businesses to the City and retain existing ones. 

The Pennsylvania Convention Center Authority (the "Convention Center Authority") constructed 
and maintains, manages, and operates the Pennsylvania Convention Center, which opened on June 25, 
1993. The Pennsylvania Convention Center is owned by the Commonwealth and leased to the Convention 
Center Authority. The Commonwealth, the City and the Convention Center Authority have entered into an 
operating agreement with respect to the operation and fmancing of the Pennsylvania Convention Center. 
The Convention Center Authority is currently undertaking an expansion of the Pennsylvania Convention 
Center. 

School District 

The School District was established by the Educational Supplement to the City's Home Rule 
Charter to provide free public education to the City's residents. Under the Home Rule Charter, its board is 
appointed by the Mayor and must submit a lump sum statement of expenditures to the City annually. Such 
statement is used by City Council in making its determination to authorize the levy of taxes on behalf of the 
School District. Certain financial information regarding the School District is included in the City's 
Comprehensive Annual Financial Report. It has no independent taxing powers and may levy only the taxes 
authorized on its behalf by the City and the Commonwealth. Under the Home Rule Charter, the School 
District is managed by a nine-member Board of Education appointed by the Mayor from a list supplied by 



an Educational Nominating Panel that is chosen by the Mayor. In some matters, including the incurrence 
of short-term and long-term debt, both the City and the School District are governed primarily by the laws 
of the Commonwealth. The School District is a separate political subdivision of the Commonwealth and 
the City has no property interest in or claim on any revenues or property of the School District. 

The School District was declared distressed by the Secretary of Education of the Commonwealth 
pursuant to Section 691(c) of the Public School Code of 1949, as amended (the "School Code"), effective 
December 22,2001. During a period of distress under Section 691(c) of the School Code, all of the powers 
and duties of the Board of Education granted under the School Code or any other law are suspended and all 
of such powers and duties are vested in the School Reform Commission (the "School Reform 
Commission") provided for under the School Code. The School Reform Commission is responsible for the 
operation, management and educational program of the School District during such period. It is also 
responsible for financial matters related to the School District. The School Code provides that the members 
of the Board of Education continue to serve during the time the School District is govemed by the School 
Reform Commission, and that the establishment of the School Reform Commission shall not interfere with 
the regular selection of the members of the Board of Education. During the tenure of the School Reform 
Commission, the Board of Education will perform those duties delegated to it by the School Reform 
Commission. As of the date hereof, the School Reform Commission has not delegated any duties to the 
Board. 

PENNSYLVANIA INTERGOVERNMENTAL COOPERATION AUTHORITY 

General 

The Pennsylvania Intergovernmental Cooperation Authority ("PICA") was created on June 5, 1991 
by the Pennsylvania Intergovernmental Cooperation Authority Act for Cities of the First Class (the "PICA 
Act"). PICA was established to provide financial assistance to cities of the first class. The City is the only 
city of the fust class in the Commonwealth. The PICA Act provides that, upon request by the City to PICA 
for financial assistance and for so long as any bonds issued by PICA remain outstanding, PICA shall have 
certain financial and oversight functions. Under the PICA Act, PICA no longer has the authority to issue 
bonds for new money purposes, but may refund bonds previously issued by it. PlCA has the power, in its 
oversight capacity, to exercise certain advisory and review procedures 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 non-compliance by the City with the then-existing five-year plan adopted by the 
City pursuant to the PICA Act. PICA is also required to certify non-compliance if, among other things, no 
approved five-year plan is in place; and PICA is required to certify non-compliance with an approved five- 
year plan if the City has failed to file mandatory revisions to an approved five-year plan. Under the PICA 
Act, any such certification of non-compliance would require the Secretary of the Budget of the 
Commonwealth to withhold payments due to the City from the Commonwealth or any of its agencies 
(including, with certain exceptions, all grants, loans, entitlements and payment of the portion of the PlCA 
Tax, hereinafter described, otherwise payable to the City). See "Source of Payment of PlCA Bonds" 
below. 

PICA has previously issued eleven series of bonds. Two series of bonds remain outstanding: 
(i) Special Tax Revenue Refunding Bonds (City of Philadelphia Funding Program), Series of 2009 issued 
in the original aggregate principal amount of $354,925,000 and (ii) Special Tax Revenue Refunding Bonds 
(City of Philadelphia Funding Program), Series of 2010 in the original principal amount of $206,960,000. 

The proceeds of the previous series of bonds issued by PICA were used (a) to make grants to the 
City to fund General Fund deficits of the City, to fund the costs of certain capital projects undertaken by the 
City, to provide other financial assistance to the City to enhance productivity in the operation of City 



government, and to defease certain general obligation bonds of the City, @) to refund other bonds of PICA 
and (c) to pay costs of issuance. 

As of the close of business on June 30,2010, the principal amount of PICA bonds outstanding was 
$533,945,000. 

Source of Payment of PICA Bonds 

The PlCA Act authorized the City to impose a tax for the sole and exclusive purposes of PICA. In 
connection with the adoption of the Fiscal Year 1992 budget and the adoption of the first Five-Year Plan, 
the City reduced the wage, earnings, and net profits tax on City residents by 1.5% and enacted a PICA Tax 
of 1.5% tax on wages, earnings and net profits of City residents (the "PICA Tax"). Proceeds of the PICA 
Tax are solely the properly of PICA. The PlCA Tax, collected by the City's Department of Revenue, is 
deposited in the "Pennsylvania Intergovernmental Cooperation Authority Tax Fund" (the "PICA Tax 
Fund") of which the State Treasurer is custodian. The PlCA Tax Fund is not subject to appropriation by 
City Council or the General Assembly of the Commonwealth. 

The PlCA Act authorizes PlCA to pledge the PICA Tax to secure its bonds and prohibits the 
Commonwealth and the City from repealing the PICA Tax or reducing the rate of the PICA Tax while any 
bonds secured by the PICA Tax are outstanding. 

The PlCA Act requires that proceeds of the PICA Tax in excess of amounts required for (i) debt 
service, (ii) replenishment of any debt service reserve fund for bonds issued by PICA, and (iii) certain 
PlCA operating expenses, be deposited in a trust fund established pursuant to the PlCA Act exclusively for 
the benefit of the City and designated the "City Account." Amounts in the City Account are required to be 
remitted to the City not less often than monthly, but are subject to withholding if PlCA certifies the City's 
non-compliance with the then-current five-year plan. 

The PlCA Act establishes a "Bond Payment Account" for PICA as a trust fund for the benefit of 
PICA bondholders and authorizes the creation of a debt service reserve fund for bonds issued by PICA. 
Since PICA has issued bonds secured by the PICA Tax, the PlCA Act requires that the State Treasurer pay 
the proceeds of the PlCA Tax held in the PICA Tax Fund directly to the Bond Payment Account, the debt 
service reserve fund created for bonds issued by PlCA and the City Account. 

The total amount of PICA Tax remitted to PICA by the State Treasurer (which is net of the costs of 
the State Treasurer in collecting the PICA Tax) for each of the Fiscal Years 2001 through 2009, the current 
estimate for Fiscal Year 201 0, and current estimate for Fiscal Year 201 1, are set forth below: 

Year - 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
201 0 (Current Estimate) 
201 1 (Current Estimate) 

Amount 
$273.6 million 

278.0 million 
281.5 million 
285.0 million 
300.2 million 
309.9 million 
327.9 million 
341.8 million 
348.5 million 
354.3 million 
361.9 million 



PICA bonds are payable from the PICA revenues, including the PICA Tax, pledged to secure 
PICA's bonds, the Bond Payment Account and any debt service reserve fund established for such bonds 
and have noclaim on any revenues of the Commonwealth or the City. 

Five-Year Plans of the CiQ 

One of the conditions precedent to the issuance of bonds by PICA was the development by the City 
and approval by PICA of a five-year fmancial plan. The original five-year plan, which covered Fiscal 
Years 1992 through 1996, was prepared by the Mayor, approved by City Council on April 29,1992 and by 
PlCA on May 18, 1992. In each subsequent year, the City updated the previous year's five-year plan, each 
of which was adopted by City Council, signed by the Mayor and approved by PICA. 

The Mayor presented the Seventeenth Five-Year Plan (the "Seventeenth Five-Year Plan") to City 
Council on February 14, 2008. City Council approved the Fiscal Year 2009 Budget and the revised Fiscal 
Years 2009-2013 Five-Year Plan on May 22, 2008. The Mayor signed the budget into law on May 22, 
2008. The Seventeenth Five-Year Plan was approved by PICA on June 17,2008. 

The Mayor presented the Eighteenth Five-Year Plan (the "Eighteenth Five-Year Plan") to City 
Council on March 19,2009. City Council reviewed the Fiscal Year 2010 Operating Budget and Eighteenth 
Five-Year Plan on March 25,2009. City Council approved the Fiscal Year 2010 Budget on May 21,2009, 
and the Mayor signed it on May 27, 2009. The City submitted the revised Eighteenth Five-Year Plan to 
PICA in June 2009 for PICA's approval. The Eighteenth Five-Year Plan included a one percent City Sales 
Tax increase through Fiscal Year 2014. Additionally, the Eighteenth Five-Year Plan assumed a partial 
deferral of the City's pension payment in Fiscal Year 2010 ($150 million) and Fiscal Year 2011 
($80 million) to be paid back by Fiscal Year 2014. In addition to the defeual, the City changed the 
amortization period from 20 years to 30 years and lowered the interest rate assumption from 8.75 percent to 
8.25 percent. 

PICA's Board approved the City's Eighteenth Five-Year Plan on July 21, 2009 with several 
conditions, including that the Eighteenth Five-Year Plan would be deemed disapproved if (i) the General 
Assembly of the Commonwealth failed to enact legislation authorizing the City to increase the City's sales 
tax and change the City's pension fund payments by August 15,2009 or such earlier date that the General 
Assembly recessed for the summer, or (ii) the City failed to provide PICA by August 20,2009 with a list of 
items that could generate at least $25 million in additional savings or recuning revenues in each year of the 
Eighteenth Five-Year Plan. If either of the conditions referred to above were not met, the City would be 
required to submit a revised Eighteenth Five-Year Plan within 15 days of the deemed disapproval. The 
City prepared the information required in clause (ii) and submitted it to PlCA on August 20, 2009. In 
addition, on September 1,2009, the City formally submitted a revised Five-Year Plan for Fiscal Years 2010 
through 2014. PICA approved the revised Eighteenth Five-Year Plan on September 16,2009, subject to 
the enactment of the legislation authorizing the increase in the City's sales tax and change in the City's 
pension fund payments. The Commonwealth enacted such legislation on September 18,2009. 

The Mayor presented the Nineteenth Five-Year Plan (the "Nineteenth Five-Year Plan") to City 
Council on March 4,2010. City Council reviewed the Fiscal Year 201 1 Operating Budget and Nineteenth 
Five-Year Plan on March 10,2010. City Council approved the Fiscal Year 201 1 Budget on May 20,2010, 
and the Mayor signed it on June 1, 2010. The Nineteenth Five-Year Plan was approved by PICA on 
August 10, 2010. The Nineteenth Five-Year Plan includes a 9.9 percent Real Estate Tax increase through 
Fiscal Year 2012, which is estimated to generate $94.4 million in Fiscal Year 2011, and a new tax on 
smokeless tobacco products, which is estimated to generate $4 million in Fiscal Year 201 1. 



Except as otherwise noted, the fmancial statements, tables, statistics, and other information shown 
below have been prepared by the Office of the Director of Finance and can be reconciled to the financial 
statements in the City's Comprehensive Annual Financial Report and Notes therein. 

Independent Audit and Opinion of the City Controller 

The City Controller has examined and expressed opinions on the basic financial statements of the 
City of Philadelphia contained in the City's Comprehensive Annual Financial Report for the Fiscal Year 
ended June 30,2009 (the "Fiscal Year 2009 Comprehensive Annual Financial Report"). 

The City Controller has not participated in the preparation of this Official Statement nor in the 
preparation of the budget estimates and projections and cash flow statements and forecasts set forth in 
various tables contained in this Official Statement. Consequently, the City Controller expresses no opinion 
with respect to any of the data contained in this Official Statement other than what is contained in the Fiscal 
Year 2009 Comprehensive Annual Financial Report. 

Principal Operations 

The major operations of the City are conducted through the General Fund. In addition to the 
General Fund, operations of the City are conducted through two other major governmental funds and 
12 minor governmental funds. The two major governmental funds and three of the minor governmental 
funds are financed solely through grants from the Commonwealth and Federal government. The City's 
Debt Service Fund and Capital Projects Fund are also included with the minor governmental funds. 

Fund Accounting 

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 can be divided into three 
categories: governmental funds, proprietary funds and fiduciary funds. 

Governmental Funds. The governmental funds are used to account for the fmancial activity of the 
City's basic services, such as: general government; economic and neighborhood development; public 
health, welfare and safety; cultural and recreational; and streets, highways and sanitation. The funds' 
financial activities focus on a short-term view of the inflows and outflows of spendable resources, as well 
as on the balances of spendable resources available at the end of the fiscal year. The financial information 
presented for the governmental funds is useful in evaluating the City's short term financing requirements. 

The City maintains twenty-three individual governmental funds. The City's Comprehensive 
Annual Financial Report (including for the City's fiscal year ended June 30,2009), presents data 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 twenty funds are combined into a single aggregated 
presentation. 

Pro~rietaw 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 
fmancial information. The City maintains three enterprise funds that are a type of proprietary funds - 
airport, water and wastewater operations, and industrial land bank. 

Fiduciaw Funds. The City is the trustee, or fiduciary, for its employees' pension plans. It is also 
responsible for PGW's employees' retirement reserve assets. Both of these fiduciary activities are reported 



in the City's Comprehensive Annual Financial Report (including for the City's fiscal year ended June 30, 
2009), as separate financial statements of fiduciary net assets and changes in fiduciary net assets. 

Basis of Accounting and Measurement Focus 

Governmental funds account for their activities using the current fmancial resources measurement 
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both 
measurable 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. Expenditures are generally recorded when a liability is incurred, as in the case of full accrual 
accounting. Debt service expenditures, 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 resources 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. 

Revenue that is considered to be program revenue includes: (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 specific revenues; therefore, all taxes are considered general revenues. 

The City's fmancial statements reflect the following three funds as major Governmental Funds: 

0 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. 

0 The Health Choices Behavioral Health Fund accounts for resources received from the 
Commonwealth. These resources are restricted to providing managed behavioral health 
care to residents of the City. 

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

The City also 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 require the principal to remain intact, while only the earnings may be used for the programs. 

The City reports on the following Fiduciary Funds: 

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



The Philadelphia Gas Works Retirement Reserve Fund accounts for contributions made by 
PGW to provide pension benefit payments to its qualified employees under its 
nonwntributory pension plan. 

The City reports on the following major Proprietary Funds: 

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

* The Aviation Fund accounts for the activities of the City's airports. 

Proprietary funds distinguish operating revenues and expenses from non-operating items. 
Operating revenues and expenses generally result from providing services and producing and delivering 
goods in connection with a proprietary fund's 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, administrative expenses, and depreciation on capital assets. All revenues and expenses not 
meeting this definition are reported as nonoperating revenues and expenses. 

Legal Compliance 

The City's budgetary process accounts for certain transactions on a basis other than generally 
accepted accounting principles ("GAAP"). In accordance with the 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, ten Special Revenue Funds 
(County Liquid Fuels Tax, Special Gasoline Tax, Health Choices Behavioral Health, Hotel Room Rental 
Tax, Grants Revenue, Community Development, Car Rental Tax, Wage Tax Reduction, Acute Care 
Hospital Assessment and Housing Trust Funds) and two Enterprise Funds (Water and Aviation Funds), are 
subject to annual operating budgets adopted by City Council. Lncluded with the Water Fund is the Water 
Residual Fund. These budgets appropriate funds for all City departments, boards and commissions by 
major class of expenditure within each department. Major classes are defined 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 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 (except for materials and supplies and equipment, which are appropriated together) must have 
councilmanic approval. Appropriations that are not expended or encumbered at year-end are lapsed. 

The City's capital budget is adopted annually by City Council. The capital budget is appropriated 
by project for each department. Requests to transfer appropriations between projects must be approved by 
City Council. Any appropriations that are not obligated at year-end are either lapsed or carried fonvard to 
the next fiscal year. 

Schedules prepared on the legally enacted basis differ from the GAAP basis 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. 



Budget Procedure 

At least ninety days before the end of the Fiscal Year the operating budget for the next Fiscal Year 
is prepared by the Mayor and must be submitted to City Council for adoption. The budget, as adopted, 
must be balanced and provide for discharging any estimated deficit from the current Fiscal Year and make 
appropriations for all items to be funded with City revenues. The Mayor's budgetary estimates of revenues 
for the ensuing Fiscal Year and projection of surplus or deficit for the current Fiscal Year may not be 
altered by City Council. Not later than the passage of the operating budget ordinance, City Council must 
enact such revenue measures as will, in the opinion of the Mayor, yield sufficient revenues to balance the 
budget. 

At least thirty days before the end of each Fiscal Year, City Council must adopt by ordinance an 
operating budget and a capital budget for the ensuing Fiscal Year and a capital program for the six ensuing 
years. If the Mayor disapproves the bill, he must return it to City Council with the reasons for his 
disapproval at the fmt meeting thereof held not less than ten days after he receives it. If the Mayor does 
not return the ordinance within the time required, it becomes law without his approval. If City Council 
passes the bill by a vote of two-thirds of all of its members within seven days after the bill has been 
returned with the Mayor's disapproval, it becomes law without his approval. The capital program is 
prepared annually by the City Planning Commission to present the capital expenditures planned for each of 
the six ensuing Fiscal Years, including the estimated total cost of each project and the sources of funding 
(local, state, Federal, and private) estimated to be required to finance each project. The capital program is 
reviewed by the Mayor and transmitted to City Council for adoption with his recommendation thereon. See 
Table 11 for a summary of the City's capital improvement program for the Fiscal Years 201 1 through 
2016. 

The capital budget ordinance, authorizing in detail the capital expenditures to be made or incurred 
in the ensuing Fiscal Year from funds that City Council appropriates, is adopted by City Council 
concurrently with the capital program. The capital budget must be in full conformity with that part of the 
capital program applicable to the Fiscal Year that it covers. 

Awards 

For the twenty-ninth consecutive year, the Government Finance Officers Association of the United 
States and Canada 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, 
2008. 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. 
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CITY CASH MANAGEMENT AND INVESTMENT POLICIES 

Consolidated Cash 

The Act of the General Assembly of the Commonwealth of June 25, 1919, P.L. 581, Art. XVU, 
6, gives the City the authority to make temporary inter-fund loans between operating and capital funds. 

The Consolidated Cash Account provides for the physical commingling of the cash of all City 
Funds, except those which, for legal or contractual reasons, cannot be commingled (e.g., the Municipal 
Pension Fund, sinking funds, sinking fund reserves, funds of PGW, the Water Fund, the Aviation Fund and 
certain other restricted purpose funds). A separate accounting is maintained for the equity of each member 
fund in the Consolidated Cash Account. The City manages the Consolidated Cash Account pursuant to the 
following procedures: 

To the extent that any member fund temporarily experiences the equivalent of a cash deficiency, 
the required advance is made from the Consolidated Cash Account, in the amount necessary to result in a 
zero balance in the cash equivalent account of the borrowing fund. All subsequent net receipts of a 
borrowing fund are applied in repayment of the advance. 

All advances are made within the budgetary constraints of the borrowing funds. Within the 
General Fund, this system of inter-fund advances has historically resulted in the temporary use of tax 
revenues or other operating revenues for capital purposes and the temporary use of capital funds for 
operating purposes. 

Procedures governing the City's cash management operations require the General Fund-related 
operating fund to borrow initially from the General Fund-related capital fund, and only to the extent there is 
a deficiency in such fund may the General Fund-related operating fund borrow money from any other funds 
in the Consolidated Cash Account. 

Investment Practices 

Cash balances in each of the City's funds are managed to maintain daily liquidity to pay expenses, 
and make investments that preserve principal while striving to obtain the maximum rate of return. In 
accordance with the Home Rule Charter, the City Treasurer is the City Official responsible for managing 
cash collected into the City Treasury. The available cash balances in excess of daily expenses are placed in 
demand accounts, swept into money market mutual funds, or used to make investments directed by 
professional money managers. These investments are held in segregated trust accounts at a separate 
financial institution. Cash balances related to Revenue Bonds for Water and Sewer and the Airport are 
directly deposited and held separately in trust. A Fiscal Agent manages these cash balances per the related 
bond documents and the investment practice is guided by administrative direction of the City Treasurer per 
the Investment Committee and the Investment Policy. In addition, certain operating cash deposits (such as 
Community Behavioral Health, Special GasICounty Liquid and "91 1" surcharge) of the City are restricted 
by purpose and required to he segregated into accounts in compliance with Federal or State reporting. 

Investment guidelines for the City are embodied in legislation approved by City Council appearing 
in the Philadelphia City Code, Chapter 19. In furtherance of the City, State, and Federal legislative 
guidelines, the Director of Finance adopted a written Investment Policy (the "Policy") that first went into 
effect in August 1994 and most recently was revised in April 2001. The Policy supplements other legal 
requirements and establishes a comprehensive investment policy for the overall administration and 
effective management of all monetary funds (except the Municipal Pension Fund and PGW Retirement 
Reserve Fund). Revisions to the Policy are currently being considered. 



The Policy delineates the authorized investments as approved by City Council Ordinance and the 
funds to which the Policy applies. The authorized investments include U.S. Government Securities, 
US. Treasuries, U.S. Agencies, Collateralized Certificates of Deposit, Bankers Acceptance Notes, 
Eurodollar Deposits, Euro Certificates of Deposit, Commercial Paper, Corporate Bonds, Money Market 
Mutual Funds, Repurchase Agreements and Commonwealth of Pennsylvania securities, all of investment 
grade rating or better. Each category of instruments, excluding U.S. Government Treasury and Agency 
securities which cany no limitation, is limited to investment of no more than 25% of the total portfolio, and 
no more than 10% of the total portfolio per institutional or corporate issuer. The Policy also restricts 
investments to those having a maximum maturity of two years. Daily liquidity is maintained through the 
use of SEC-registered money market mutual funds with the balance of funds invested by the City or money 
managers in accordance with the Policy. 

The Policy provides for an ad hoc Investment Committee consisting of the Director of Finance, the 
City Treasurer and the Deputy City Treasurer with ex-officio membership of a representative of each of the 
principal operating and capital funds, i.e., Water Fund, Aviation Fund, Philadelphia Gas Works and 
Philadelphia Municipal Authority. The Investment Committee meets quarterly with each of the investment 
managers to review each manager's performance to date and to plan for the next quarter. Investment 
managers are given any changes in investment instructions at these meetings. The Investment Committee 
approves all modifications to the Policy. 

The Policy expressly forbids the use of any derivative investment product whose yield or market 
value does not follow the normal swings in interest rates. Investment in derivatives such as "inverse 
floaters," leveraged variable rate debt and interest-only or principal-only Collateralized Mortgage 
Obligations are specifically forbidden. The use of any other derivative investment products is restricted to 
identified "core cash  in any fund but never to exceed 25% of any fund's balance at the time of purchase. 
The City currently makes no investments in derivatives. 

General Fund Cash Flow 

Because the receipts of General Fund revenues lag behind expenditures during most of each fiscal 
year, the City issues notes in anticipation of General Fund revenues and makes payments from the 
Consolidated Cash Account to fmance its on-going operations. The City has issued notes in anticipation of 
the receipt of income by the General Fund in each fiscal year since Fiscal Year 1972 (with a single 
exception). Each issue was repaid when due, prior to the end of the fiscal year. 

The timing imbalance referred to above results fiom a number of factors, principally the following: 
(1) real property, business privilege tax and certain other taxes are not due until the latter part of the fiscal 
year; and (2) the City experiences lags in reimbursement from other governmental entities for expenditures 
initially made by the City in connection with programs funded by other governments. 

The City issued $285 million of Tax and Revenue Anticipation Notes in July 2010 . These notes 
will be repaid on June 30,201 1. 

DISCUSSION OF FINANCIAL OPERATIONS 

Fiscal Year 2010 Adopted Budget 

The City's Fiscal Year 2010 budget was presented to City Council on March 19, 2009, was 
approved by City Council on May 21, 2009, and signed by the Mayor on May 27, 2009. The budget 
projected estimated revenues of $3.815 billion, obligations of $3.694 billion and an ending fund balance of 
$85.3 million after discharging the Fiscal Year 2009 fund balance deficit on the legally enacted basis. 
The budget included a 1 percent City Sales Tax increase which was estimated to yield $97 mllion in Fiscal 



Year 2010 increasing to an estimated $121 million in Fiscal Year 2014. The Sales Tax increase became 
effective on October 8,2009. 

Fiscal Year 2010 Current Estimate 

With the delay in Commonwealth approval of the temporary Sales Tax increase, reduced child 
welfare funding, revisions to the pension amortization schedule and other reductions and delays in 
implementation of revenue initiatives, the City revised the Fiscal Year 2010 budget and Eighteenth Five- 
Year Plan and submitted the revision to PICA on September 1, 2009. PICA approved the revised 
Eighteenth Five-Year Plan on September 16, 2009. The revised Fiscal Year 2010 estimate projects 
revenues of $3.789 billion, obligations of $3.727 billion and an ending fund balance on the legally enacted 
basis of negative $51.7 million. 

Fiscal Year 201 1 Adopted Budget 

The City's Fiscal Year 2011 budget was presented to City Council on March 4, 2010, was 
approved by City Council on May 20,2010, and signed by the Mayor on June 1,2010. The budget projects 
estimated revenues of $3.909 billion, obligations of $3.853 billion, an operating surplus of $80.5 million 
and an ending fund balance of $42.6 million after discharging the Fiscal Year 2010 fund balance deficit on 
the legally enacted basis. The budget includes a 9.9 percent Real Estate Tax increase which is estimated to 
yield $86 million and a new tax on smokeless tobacco products which is estimated to generate $4.0 million 
in Fiscal Year 201 1. The Nineteenth Five-Year Plan was approved by PICA on August 10,2010. 

Fiscal Year 2011 Current Estimate 

Revenues continue to be variable since the Fiscal Year 201 1 budget was adopted. Fiscal Year 201 1 
revenues have been adjusted for lower than anticipated collections for Real Estate Taxes, Real Property 
Transfer Taxes, and Business Privilege Taxes. These lower collections are partially off-set by higher than 
projected tax collections for Sales Taxes and Wage Taxes. The Administration will be reducing Fiscal 
Year 201 1 departmental spending by $47.0 million to ensure healthy cash and fund balances. The revised 
estimate projects revenues of $3.849 billion, obligations of $3.789 billion, an operating surplus of $85.6 
million, and an ending fund balance of $34.0 million after discharging the Fiscal Year 2010 fund balance 
deficit on the legally enacted basis. 



REVENUES 
Real Property ~axes"' 
Wage and Earnings Tax 
Net Profits Tax 
Business Privilege Tax 
Sales  ax'^' 
Other ~axes"' 

Total Taxes 
Locally Generated Non-Tax Revenue 
Revenue from Other Governments 
Receipts from Other City Funds 

Total Revenue 

OBLIGATIONS1 
APPROPRIATIONS 
Personnel Services 
Purchase of Services 
Materials, Supplies and Equipment 
Employee Benefits 
Indemnities, Conhibutions and Granm 
City Debt Service 
Other 
Payments to Other City Funds 

Total ObligationsIAppropriations 
Operating Surplus (Deficit) for the 
Year 
Net Adjustments - Prior Year 
Funding for Contingencies 
Cumulative Fund Balance Prior Year 
Cumulative Adjusted Year End Fund 
Balance (Deficit) 

Table 1 
City of Philadelphia General Fund 

Summary of Operations 
(Legal Basis) (Amounts In Millions of USD) 

Current Current 
Actual Actual Actual Actual Actual Actual Estimate Estimate 
2004 2005 2006 2007 2008 2009 2010 2011 

(a) Adovted Budget 201 1 reflects a 9.9 percent increase 
(b) ~eflkcts one k e n t  increase effective October 8,2009. 
(c) Includes Real Estate Transfer Tax, Parking Tax, Amusement Tax, and Other Taxes. 
FIGURES MAY NOT ADD UP DUE TO ROUNDING. 



REVENUES 
General Fund 
Water ~und"' 
Aviation ~und"  
Other Operating Funds'" 

Total Revenue 

Table 2 
City of Philadelphia 

Principal Operating Funds (Debt Related) 
Summary of Operations (Legal Basis) 

(Amounts in Millions of USD) 
Current Current 

Actual Actual Actual Actual Actual Actual Estimate Estimate 
2004 2005 2006 2007 2008 2009 2010 2011 

OBLIGATlONSlAPPROPRlATlONS 
Personnel Services 1,444.7 1,409.0 1,412.9 1,498.2 1,568.9 1,579.0 1,556.9 1,527.7 
Purchase of Services 1,197.0 1,250.0 1,233.5 1,328.5 1,441.4 1,369.2 1,359.2 1,395.4 
Materials, Supplies and Equipment 119.2 121.9 136.2 145.9 151.1 140.7 145.6 154.8 
Employee Benefits 662.1 784.9 845.3 990.1 1,095.8 1,091.4 941.0 1,086.8 
Indemnities, Contributions and Taxes 99.7 117.3 116.5 122.6 127.1 135.9 153.2 125.9 
Debt ~ervice '~ '  344.6 336.8 337.6 348.8 346.7 384.8 401.4 437.7 
Other 32.0 36.7 38.6 31.2 32.3 22.7 25.0 0.0 
Payments to Other City Funds SSs 97.0 119.4 144.9 154.7 88.1 122.1 124.9 

Total ObligationsIAppropriations 3.994.8 4.153.6 4.240.0 4.610.2 4.811.8 4.704.4 4.853.2 
Operating Surplus (Deficit) for the Year (183.4) 97.5 118.0 (32.8) (204.3) (286.8) 5.3 28.9 
Net Adjustments Prior Year 41.0 45.8 60.6 69.6 51.0 41.8 56.7 53.7 
Funding for Contingencies 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Cumulative Fund Balance (Deficit) Prior 132.0 132.9 311.5 348.3 236.8 12.0 
Year End 
Cumulative Adjusted Year End Fund Balance 4J&lJ 1l29 llti 148;2 E!&Q (sen) us &?A 
(Deficit) 

(a) Revenues of the Water Fund are not legally available for payment of other obligations of the City until, on an annual basis, all revenue bond debt service 
requirements and covenants relating to those bonds have been satisfied, and then only to the extent of $4,994,000 per year, provided certain M e r  conditions are 
satisfied. From Fiscal Year 1991 to Fiscal Year 2003, the maximum transfer, per admimistrative agreement, was $4,138,000. For Fiscal Year 2004, the budgeted 
transfer was not made. For Fiscal Year 2005, the transferred amount was $4,401,000. For Fiscal Year 2006, 2007 and 2008, the transferred amount was $4,994,000. 
For Fiscal Year 2009, the transferred amount was $4,185,463. The current estimate for Fiscal Year 2010 is $2,025,000. The adopted Budget amount for Fiscal Year 
201 1 is $3,004,000. 

(b) Airport revenues are not available for other City purposes. 
(c) Includes County Liquid Fuels Tax Fund, Special Gasoline Tax Fund and Water Residual Fund. 
(d) Excludes PICA bonds. 

FIGURES MAY NOT ADD W DUE TO ROUNDING. 
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Quarterly Reporting to PICA 

On November 16, 1992, the City submitted the fust of its quarterly reports to PICA. This 
reporting is required under the PlCA Act so that PlCA may determine whether the City is in compliance 
with the then-current Five-Year Plan. Under the PICA Act, a "variance" is deemed to have occurred as of 
the end of a reporting period if (i) a net adverse change in the fund balance of a covered fund of more than 
1% of the revenues budgeted for such fund for that fiscal year is reasonably projected to occur, such 
projection to be calculated from the beginning of the fiscal year for the entire fiscal year, or (ii) the actual 
net cash flows of the City for a covered fund are reasonably projected to be less than 95% of the net cash 
flows of the City for such covered fund for that fiscal year originally forecast at the time of adoption of 
the budget, such projection to be calculated from the beginning of the fiscal year for the entire fiscal year. 
The Mayor is required to provide a report to PICA that describes actual or current estimates of revenues, 
expenditures, and cash flows by covered funds compared to budgeted revenues, expenditures, and cash 
flows by covered funds for such previous quarterly or monthly period and for the year-to-date period from 
the beginning of the then-current fiscal year of the City to the last day of the fiscal quarter or month, as 
the case may be, just ended. Each such report is required to explain any variance existing as of such last 
day. 

PICA may not take any action with respect to the City for variances if the City (i) provides a 
written explanation of the variance that PICA deems reasonable; (ii) proposes remedial action that PICA 
believes will restore overall compliance with the then-current Five-Year Plan; (iii) provides information 
in the immediately succeeding quarterly financial report demonstrating to the reasonable satisfaction of 
PlCA that the City is taking remedial action and otherwise complying with the then-current Five-Year 
Plan; and (iv) submits monthly supplemental reports as required by the PlCA Act. 

On February 20, 2009, based on results as reported in the December 31, 2008 Quarterly City 
Managers Report for December 3 1,2008, PICA informed the City that a variance had been declared as 
defined in Section 4.10(a) of the Intergovernmental Cooperation Agreement. The City provided monthly 
information to PICA as requested. PICA agreed to accept the submission of the Eighteenth Five-Year 
Plan as the City's proposed remedial action to address the variance. The City revised the Eighteenth 
Five-Year Plan and submitted it to PlCA on September 1,2009. On September 16,2009, PICA approved 
the plan. The variance has been removed. 

REVENUES OF THE CITY 

General 

In 1932, the Pe~sylvania General Assembly adopted an act (commonly referred to as the 
Sterling Act) under which the City was permitted to levy any tax that was not specifically pre-empted by 
the Commonwealth. Prior to 1939, the City relied heavily upon the real property tax as the mainstay of 
its revenue system. Acting under the Sterling Act and other legislation, the City has taken various steps 
over the years to reduce its reliance on real property taxes as a source of income, including: (1) enacting 
the wage, earnings, and net profits tax in 1939; (2) introducing a sewer service charge to make the sewage 
treatment system self-sustaining after 1945; (3) requiring under the Home Rule Charter that the water, 
sewer, and other utility systems be fully self-sustaining; and (4) enacting in 1952 the Mercantile License 
Tax (a gross receipts tax on business done within the City), which was replaced as of the commencement 
of Fiscal Year 1985 by the Business Privilege Tax. 



Major Revenue Sourees 

The City derives its revenues primarily 6om various taxes, non-tax revenues, and receipts from 
other governments. See Table 3 for revenues by major source for Fiscal Years 2001-201 1 and Table 4 for 
General Fund tax revenues for Fiscal Years 2004-201 1. The following description does not take into 
account revenues in the Non-Debt Related Funds. The tax rates for Fiscal Years 2000 through 2009 are 
contained in the Fiscal Year 2009 Comprehensive Annual Financial Report. 

Wage. Earnings. and Net Profits Taxes. These taxes are levied on the wages, earnings, and net 
profits of all residents of the City and all non-residents employed within the City. The rate for both 
residents and non-residents was 4.3125% 6om Fiscal Year 1977 through Fiscal Year 1983. For Fiscal 
Years 1984 through 1991 the wage and earnings tax rate was 4.96% for residents and 4.3125% for non- 
residents and the net profits tax rate was 4.96% for both residents and non-residents. 

In Fiscal Year 1992, the City reduced the City wage, eamings, and net profits tax on City 
residents by 1.5% and imposed the PICA Tax on wages, earnings and net profits at the rate of 1.5% on 
City residents. The table below sets forth the resident and non-resident wage and earnings tax rates for 
Fiscal Years 2001-201 1, and the annual wage and earnings tax receipts in Fiscal Years 2001-2009 and the 
estimated receipts in Fiscal Year 2010 and current estimate for Fiscal Year 201 1. 

Non-Resident Wage Annual Wage and Earnings Tax 
Resident Wage and and Earnings Tax Receipts (ineluding PICA Tax) 

Fiscal Year Earnines Tax ~ a t e s '  Rates (Amounts in Millions) 

4.5635% 
4.5385 
4.5000 
4.4625 
4.3310 
4.3010 
4.2600 
4.2190 
3.9800 (July 1) 
3.9300 (January 1) 
3.9296 
3.9280 

3.9672% 
3.9462 
3.9127 
3.8801 
3.8197 
3.7716 
3.7557 
3.7242 
3.5392 (July I )  
3.5000 (January I) 
3.4997 
3.4985 

1,490.5 (Current Estimate) 
1,505.4 (Current Estimate) 

.. Includes PICA Tax. 
There were two rate decreases during Fiscal Year 2009. 

In the Seventeenth Five-Year Plan, the Mayor approved further reductions in this tax rate for each 
of the Fiscal Years 2009-2013. The Seventeenth Five-Year Plan approved reducing the wage tax 6om its 
current level of 4.2190% for residents and 3.7242% for non-residents to 3.60% for residents and 3.25% 
for non-residents by Fiscal Year 2013. These reduced rates include rate reductions funded through tax 
reduction funding provided by the Commonwealth of Pennsylvania from gaming proceeds. In Fiscal 
Year 2009 there were two rate reductions: one that took effect July 1, 2008 and the other that took effect 
January 1, 2009. The Eighteenth Five-Year Plan suspended future City-funded rate reductions until 
Fiscal Year 2015; however, the Nineteenth Five-Year Plan suspends City-funded rate reductions until 
Fiscal Year 2014. 



Business Privilege Tax. In May 1984, the City enacted an ordinance substituting the Business 
Privilege Tax for the Mercantile License Tax. The Business Privilege Tax has been levied since January 
1985 on every entity engaging in business in the City. 

The Business Privilege Tax is a composite tax. Tax rates vary according to business 
classification (regulated, non-regulated persons registered under the Pennsylvania Securities Act of 1972, 
manufacturing, wholesale, or retail) and method of tax computation employed. The various methods of 
tax computation are as follows: effective Fiscal Year 1989, all regulated industries, banks, trust 
companies, insurance companies, and public utilities, among others, were taxed at an annual rate of 3.25 
mills on annual receipts not to exceed 6.5% of their net income. The tax on annual receipts and net 
income of all businesses, other than regulated industries, was levied at 3.25 mills and 6.5%, respectively, 
provided that persons registered under the Pennsylvania Securities Act of 1972 shall in no event pay a tax 
of less than 5.71 1 mills on all taxable receipts plus the lesser of 4.302% of net income or 4.302 mills on 
gross taxable receipts. 

Non-regulated industry manufacturers can opt for a lower 5.395% rate on receipts from sales after 
deducting the applicable cost of goods. Non-regulated wholesalers may choose a gross receipts tax on 
wholesale transactions at a lower rate of 7.55% after deducting applicable product and labor costs. Non- 
regulated retailers have the option of choosing the lower rate of 2.1% on receipts from retail sales after 
deducting applicable product and labor costs. 

All persons subject to both the Business Privilege Tax and the Net Profits Tax are entitled to 
apply a credit of 60% of their Business Privilege Tax liability against what is due on the Net Profits Tax, 
which credit may be carried back or forward for up to three years. 

In Fiscal Year 1996, the City began a program of reducing the gross receipts portion of the 
Business Privilege Tax from its previous level of 3.25 mills. The tax rates for tax years 2001-201 1 are set 
forth below. 

Business Privilege 
Tax Year Tax Rates 

200 1 2.525 mills 
2.400 mills 
2.300 mills 
2.100 mills 
1.900 mills 
1.665 mills 
1.540 mills 
1.415 mills 
1.415 mills 
1.415 mills 
1.415 mills 

In the Seventeenth Five-Year Plan, the Mayor approved further reductions in the gross receipts 
portion of the Business Privilege Tax for each of the Fiscal Years 2009-2013. The Eighteenth Five-Year 
Plan suspended future City-funded rate reductions until Fiscal Year 2015; however, the Nineteenth Five- 
Year Plan suspends future City rate reductions until Fiscal Year 2014. 

AU business activity is also assessed a one-time $200 licensing fee administered by the 
Department of Licenses and Inspections. 



Real Proaertv Taxes. A real estate tax on all taxable real property is levied on the assessed value 
of residential and commercial property located within the City's boundaries. From Fiscal Year 2003 
through Fiscal Year 2007 the City's portion of the rate was 34.74 mills and the School District's portion 
was 47.90 mills. In Fiscal Year 2008, City Council shifted 1.69 mills of City tax to the School District. 
In Fiscal Year 2008, the City's portion of the rate became 33.05 mills and the School District's portion 
became 49.59 mills. In Fiscal Year 2011, the Real Estate Tax rate was increased 9.9 percent with the 
City's portion of the rate increasing to 41.23 mills and the School District's portion remaining the same at 
49.59 mills. 

Sales and Use Tax. In connection with the adoption of the Fiscal Year 1992 Budget, the City 
adopted a 1% sales and use tax (the "City Sales Tax") for City general revenue purposes. The 
Commonwealth authorized the levy of this tax under the PICA Act. Vendors are required to pay this 
sales tax to the Commonwealth Department of Revenue together with the similar Commonwealth sales 
and use tax. The State Treasurer deposits the collections of this tax in a special fund and disburses the 
collections, including any investment income earned thereon, less administrative fees of the 
Commonwealth Department of Revenue, to the City on a monthly basis. 

The City Sales Tax is imposed in addition to, and on the same basis as, the Commonwealth's 
sales and use tax. The City Sales Tax became effective September 28, 1991 and is collected for the City 
by the Commonwealth Department of Revenue. The Fiscal Year 2010 budget assumed an increase to 
2 percent from the then-current 1 percent rate. The Pennsylvania General Assembly enacted legislation 
authorizing this increase effective October 8, 2009. The Eighteenth Five-Year Plan and the Nineteenth 
Five-Year Plan assume this temporary increase will sunset on June 30, 2014. The table below sets forth 
the City Sales Tax collected in Fiscal Years 2001 through 2009, the estimated collections for Fiscal Year 
2010 and the current estimate for Fiscal Year 201 1. 

Fiscal Year 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 (Current Estimate) 
201 1 (Current Estimate) 

Citv Sales Tax Collections 
$ 11 1.3 million 

108.1 million 
108.0 million 
108.0 million 
119.9 million 
127.8 million 
132.6 million 
137.3 million 
128.0 million 
205.3 million 
241.8 million 

Other Taxes. The City also collects real property transfer taxes, parking lot taxes, and other 
miscellaneous taxes such as the Amusement Tax. 

Other Locallv Generated Non-Tax Revenues. These revenues include license fees and permit 
sales, traffic fines and parking meter receipts, court related fees, stadium revenues, interest earnings and 
other miscellaneous charges and revenues of the City. 

Revenue from Other Governments. The City's Fiscal Year 2010 General Fund current estimate 
projects that approximately 30.8% of General Fund revenues will be received from other governmental 
jurisdictions, including: (I) $610.1 million from the Commonwealth for health, welfare, court, and 
various other specified purposes; (2) $192.2 million from the Federal government; and (3) $74.5 million 
from other governments, in which revenues are primarily rental and payments from the Philadelphia 



Gas Works and parking fmes and fees from the Philadelphia Parking Authority. In addition, the projected 
net collections of the PICA Tax of $288.9 million are included in "Revenue from Other Governments." 

The City's Fiscal Year 201 1 General Fund current estimate projects that approximately 28.1% of 
General Fund revenues will be received from other governmental jurisdictions, including: (1) $575.2 
million from the Commonwealth for health, welfare, court, and various other specified purposes; 
(2) $155.2 million from the Federal government; and (3) $50.2 million ffom other governments, in which 
revenues are primarily rentals and payments from the Philadelphia Gas Works and parking fines and fees 
6om the Philadelphia Parking Authority. In addition, the projected net collections of the PICA Tax of 
$295.6 million are included in "Revenue from Other Governments." 

These amounts do not include the substantial amounts of revenues from other governments 
received by the Grants Revenue Fund, Community Development Fund, and other operating and capital 
funds of the City. 

Revenues from City-Owned Systems 

In addition to taxes, the City realizes revenues through the operation of various City-owned 
systems such as the Water and Wastewater Systems and PGW. The City has issued revenue bonds with 
respect to the Water and Wastewater Systems and PGW to be paid solely from and secured by a pledge of 
the respective revenues of these systems. The revenues of the Water and Wastewater Systems and PGW 
are not legally available for payment of other obligations of the City until, on an annual basis, all revenue 
bond debt service requirements and covenants relating to those bonds have been satisfied and then, in a 
limited amount and upon satisfaction of certain other conditions. 

Effective June 1991, the revenues of the Water Department were required to be segregated from 
other funds of the C~ty. Under the City's Restated General Water and Wastewater Revenue Bond 
Ordinance of 1989 (the "Water Ordinance"), an annual transfer may be made from the Water Fund to the 
City's General Fund in an amount not to exceed the lesser of (a) all Net Reserve Earnings, as defined 
below, or (b) $4,994,000. Net Reserve Earnings means the amount of interest earnings during the fiscal 
year on amounts in the Debt Reserve Account and Subordinated Bond Fund, as defmed in the Water 
Ordinance. Commencing in Fiscal Year 1991, the $4,994,000 amount was reduced to $4,138,000 by 
administrative agreement that remained in effect through Fiscal Year 2003. No such transfer was made in 
Flscal Year 1992; however, the transfer was made in each subsequent year through Fiscal Year 2003. For 
F~scal Year 2004, the transfer was to have increased to $4,994,000 but no payment was made. For Fiscal 
Year 2005, the transferred amount was $4,401,000; for Fiscal Years 2006 through 2008, the transferred 
amount was $4,994,000. In Fiscal Year 2009, the transferred amount was $4,185,463. In Fiscal Year 
2010, the budgeted amount was $4,994,000 and the current estimate is $2,553,000. In Fiscal Year 201 1, 
the budgeted amount is $3,004,000. 

The revenues of PGW are segregated from other funds of the City. Payments for debt service on 
Gas Works Revenue Bonds are made directly by PGW. In previous years, PGW has also made an annual 
payment of $18,000,000 to the City's General Fund. For Fiscal Year 2005 the City agreed to forgo the 
$18,000,000 payment, and for Fiscal Years 2006,2007,2008 and 2009, the City budgeted the receipt of 
the $18,000,000 payment and the grant back of such amount to PGW. The City's Eighteenth Five-Year 
Plan assumed that the $18,000,000 payment would be made in each of Fiscal Years 2010 through 2014 
and that the City would grant back such payment to PGW in each such Fiscal Year, and the City's 
Nineteenth Five-Year Plan contemplates the same for each of the Fiscal Years 201 1 through 2015. The 
Fiscal Year 201 1 grant back may be set off by the $16.3 million payment from PGW to the City. See also 
"EXPENDITURES OF THE CITY -- Fiscal Year 201 1 PGW Payment to City." 



Philadelphia Parking Authority 

The Philadelphia Parking Authority ("PPA") was established by City ordinance pursuant to the 
Pennsylvania Parking Authority Law, P.L. 458, No. 208 (June 5, 1947). Various statutes, ordinances, and 
contracts authorized PPA to plan, design, acquire, hold, construct, improve, maintain and operate, own or 
lease land and facilities for parking in the City, including such facilities at Philadelphia International 
Airport (the "Airport"), and to administer the City's on-street parking program through an Agreement of 
Cooperation ("Agreement of Cooperation") with the City. 

PPA owns and operates five parking garages at the Airport, as well as operating a number of 
surface parking lots at the Airport. The land on which these garages and surface lots are located is leased 
from the City, acting through the Department of Commerce, Division of Aviation, pursuant to a lease 
expiring in 2030 (the "Lease Agreement"). The Lease Agreement provides for payment of rent to the 
City, which is equal to gross receipts less operating expense, debt service on PPA's bonds issued to 
finance improvements at the Airport and reimbursement to PPA for capital expenditures and prior year 
operating deficits relating to its Airport operations, if any. The City received transfers of rental payments 
in Fiscal Years 2003 through 2009 that totaled $1 1,629,311, $14,539,053, $27,239,000, $30,186,642, 
$33,184,918, $33,570,037, and $31,239,909 respectively. The Fiscal Year 2010 current estimate is 
projected to be $26,000,000 and the Fiscal Year 201 1 budgeted transfer amount is $28,000,000. 

One component of the operating expenses is PPA's administrative costs. In 1999, at the request 
of the Federal Aviation Administration ("FAA"), PPA and the City entered into a letter agreement (the 
"FAA Letter Agreement") which contained a formula for calculating PPA's administrative costs and 
capped such administrative costs at 28% of PPA's total administrative costs for all of its cost centers. 
PPA owns andlor operates parking facilities at a number of non-Airport locations in the City. These 
parking facilities are revenue centers for purposes of the FAA Letter Agreement. According to PPA's 
audited fmancial statements, as filed with the City, PPA has been in compliance with the FAA Letter 
Agreement since its execution. 

Assessment and Collection of Real and Personal Property Taxes 

In December 2009, the Board of the Revision of Taxes (the "BRT") ratified a Memorandum of 
Understanding (the "MOU") separating the assessment and appeals functions for property valuation and 
transferring day-to-day authority for oversight of assessments to the Finance Department. The BRT did 
not extend the MOU which expired in April 2010. On December 17, 2009, City Council passed 
legislation that would disband the BRT and replace it with separate offices for assessments and appeals, 
subject to the approval of City voters. In the May 10, 2010, primary election voters approved the 
separation of the assessment and appeals functions. On June 16, 2010 a new Chief Assessment Officer, 
Rich McKeithen, was appointed by the Mayor and approved by City Council on June 17,2010. 

According to the ordinance, the BRT would cease to exist at the end of September 2010 and the 
changes described in this paragraph would take effect. Beginning on October 1, 2010, the newly created 
Office of Property Assessment would take over the annual assessment of all real estate located within the 
City. The new Board of Appeals would be comprised of seven members appointed by the Mayor after 
recommendations by an independent panel. City Council would have the right to approve or disprove the 
Mayor's selections. As with the existing appeals mechanism, the Board of Appeals would have been able 
to increase or decrease the property valuations contained in the returns of the assessors in order that such 
valuations conform with law. After all changes in property assessments, and after all assessment appeals, 
assessments would be certified and the results provided to the Department of Revenue. However, the 
Pennsylvania Supreme Court ruled on September 20, 2010 that the city could not abolish the existing 
appeals board because only the General Assembly of the Commonwealth of Pennsylvania has the 



authority to do so. The state law must be amended to give the city the power to dissolve the BRT. The 
current appeals board will remain in the BRT while the real property assessment function has been 
transferred to the Office of Property Assessment effective October 1, 2010.Real estate taxes, if paid by 
February 28, are discounted by 1%. If the tax is paid during the month of March, the gross amount of tax 
is due. If the tax is not paid by the last day of March, tax additions of 1.5% per month are added to the 
tax for each month that the tax remains unpaid through the end of the calendar year. Beginning in 
January of the succeeding year, the 15% tax additions that accumulated during the last ten months of the 
preceding years are capitalized and the tax is registered delinquent. Interest is then computed on the new 
tax base at a rate of 0.5% per month until the real estate tax is fully paid. Commencing in February of the 
second year, an additional 1% per month penalty is assessed for a maximum of seven months. See the 
Fiscal Year 2009 Comprehensive Annual Financial Report for assessed and market values of taxable 
realty in the City and for levies and rates of collections. 

During Fiscal Year 1997 and subsequent to the adoption of the Fiscal Year 1998 budget, the City 
decided to abandon the collection of the Personal Property Tax due to uncertainty as to the outcome of 
litigation challenging specific aspects of the tax then pending in other jurisdictions of the Commonwealth. 
As a result, the City realized no Personal Property Tax revenues in Fiscal Year 1998 or in subsequent 
years. The Personal Property Tax had been levied on the value of certain personal property of the 
residents of the City. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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2001 
2002 
2003 
2004 

2005 
2006 
2007 
2008 
2009 
2010 
(Current 
Estimate) 
201 1 
(Curreol 
Estimate) 

Wage 
Real Eaminer & Business 

Property 
Taxes"' 

363.4 
376.8 
361.1 
377.7 

392.7 
395.8 
397.5 
402.8 
400.1 
398.9 

491.4'' 

Net profits Privilege 
Taxes"' Tax"' 

Table 3 
City of Philadelphia 

Summary of Principal Operating Funds (Debt Related) 
Revenues by Major Source 

Fiscal Years 2001-2011 (Legal Basis) 
(Amounts in Millions of USD) 

Other 
Sala  Water & L-Uy Total 

and Use Mher Total Wartewater Aimrt Generated Local 
Tax"' 

111.3 
108.1 
108.0 
108.0 

119.9 
127.8 
132.6 
137.3 
128.2 
205.3" 

241.8 

Taxes 

1.977.7 
1,945.4 
1.936 6 
2.059.7 

2230.3 
2,369.0 
2,435.9 
2.396.5 
2.252.8 
2,335.1 

2.446.3 

(a) See Table 7 in the Fiscal Year 2009 Comprehensive Annual Financial Report for Tax Rates. 
(b) lncludes Real Estate Transfer Tax, P a r b g  Tax, Amusement Tax, and Other Taxes. 

Revenue 
Revenue from 

from Olher 
Other City Total 
- - R e v e n u e s  

(c) Accounting accrual changes required by GASB #33 resulted in additional one-time tax revenue accruals in Fiscal Year 2001. (Wage Tax, $50.4 million; Business 
Privilege, $5.2 million; Other Taxes. $4.3 million). 

(d) In Fiscal Year 2008, there was an increase of $73 million in payment horn Water Fund to Water Residual Fund. 
(e) In Fiscal Year 2009, there was an $86 million payment horn the Wage Tax Reduction Fund. 
(fl Reflects one percent increase effective October 8,2009. 
(g) In Fiscal Year 2010, the Wage Tax Reduction payment is shown m the Revenue from Other Governments column. 
(h) Reflects a Real Estate Property Tax increase of 9.9%. 

FIGURES MAY NOT ADD UP DUE TO ROUMXNG. 



lOPERTY TAXES 
Current 
Prior 
Total 
a~ EARNINGS  TAX'^' 
Current 
Delinquent 
Total 

SS TAXES 
Privilege 
Current 
Delinquent 
Sub-Total Business 

ts Tax 
Current 
Delinquent 
Sub-Total Net Profits 

Total Business Taxes 
r m s  
Sales and Use Tax 
Amusement Tax 
Real Property Transfer 

Parkmg Taxes 
Other Taxes 
Sub-Total Other Taxes 
rAXES 

Table 4 
City of Philadelphia General Fund 

Tax Revenues (a) 
Fiscal Years 2004-2011 

(Amounts in Millions of USD) 
Current Current 

Actual Actual Actual Actual Actual Actual Estimate Estlmale 
2004 2005 2006 2007 2008 2009 2010 2011 

See Table 7 in the Fiscal Year 2W9 Comprehensive Annual Financial Report for Tax Rates. 
Beginniig m Fiscal Year 1992, the City reduced the resident Wage and Earnings and Net Profits Tax from 4.96% to 3.46% and levied the PlCA Tax at a rate of 1.50%. 
the proceeds of which are remitted to PICA for payment of debt service on PlCA bonds and the PICA expenses. AAer paying debt service and expenses, net proceeds 
from the tax are remitted to the City as Revenue from Other Governments. 

Effective October 8,2009, there was a one percent increase to the City Sales tax. 

Reflects a Real Estate Property Tax increase of 9.9%. 

This amount includes revenues from the Tax Amnesty Program. 

IS MAY NOT ADD UP DUE TO ROUNDING 



Table 5 
Ten Largest Certified Market and Assessment Values 

of Tax-Abated Properties 
Certified Values for 2010 

2010 Certified Total Total Taxable Total Exempt 
Location Market Value Assessment Assessment Assessment 

1701 John F Kennedy Blvd. $181,500,000 $58,080,000 $2,897,184 $ 55,182,816 

2929L Arch Street 117,000,000 37,440,000 0 37,440,000 

1500 Spring Garden Street 50,000,000 16,000.000 2,944,000 13,056,000 

2201 Park Towne Place 48,000,000 15,360,000 13,452,400 1,907,600 

8 19 Chesmut Street 

4300 S 26th Street 

371 1 Market Street 

2760 Red Lion Rd. 39,820,000 12,742,400 480,006 12,262,394 

3401 Chesmut Street 35,261,800 11,283,776 7 18,000 10,565,776 

1327-29 Chestnut Street 35,000,000 1 1,200,000 10,880,000 320,000 

Source: City of Philadelphia, Board of Revision of Taxes 

EXPENDITURES OF THE CITY 

The major City expenditures are for personal services, employee benefits, purchase of services 
(including payments to SEPTA), and debt service. 

Personal Services (Personnel) 

As of June 30, 2009, the City employed 26,930 full-time employees with the salaries of 22,427 
employees paid kom the General Fund. Additional employment is supported by other funds, including 
the Water Fund and the Aviation Fund 

Additional operating funds for employing personnel are contributed by other governments, 
primarily for categorical grants, as well as for the conduct of the community development program. 
These activities are not undertaken if funding is not received. 



The following table sets forth the number of filled full-time positions of the City as of the dates 
indicated. 

Table 6 
City of Philadelphia 

Filled, Full Time Positions - AU Operating Funds 
at  June 30 (Actual) 

General Fund 

Police 

Sheets 

Fire 

Health 

Courts 

Prisons 

Human Services 

All Other 

Total General Fund 

Other Funds 

TOTAL 

* Adopted Budget includes vacant positions. 

Labor Agreements 

Four major bargaining units represent City employees for collective bargaining purposes. District 
Councils 33 and 47 of the American Federation of State, County and Municipal Employees, AFL-CIO 
represents approximately 15,000 non-uniformed employees. The bargaining units for uniformed 
employees are the Fraternal Order of Police, Lodge 5 (the "FOP") and the Philadelphia Fire Fighters 
Association, Local 22, International Association of Fire Fighters AFL-CIO ("IAFF Local 22'3, which 
together represent approximately 9,400 employees. The non-uniformed employees bargain under Act 195 
of 1972, which allows for the limited right to strike over collective bargaining impasses. The uniformed 
employees bargain under Pennsylvania Act 11 1 of 1968, which provides for final and binding interest 
arbitration to resolve collective bargaining impasses. All contract expiration dates are June 30 unless 
otherwise noted. 

In September 2004, a collective bargaining agreement was reached with District Council 47. This 
four-year contract includes a $750 payment to each member with no general wage increase in Fiscal Year 
2005 and wage increases of 2, 3 and 4 percent effective July I of each succeeding year, respectively. In 
December 2004, a collective bargaining agreement was reached with District Council 33, which mirrored 
the agreement previously reached with District Council 47. Each of the collective bargaining agreements 
included a health benefit reopener provision for the final two years of the agreement. The City concluded 
negotiations with District Councils 33 and 47 and agreed to increase the per member per month 
contributions to the unions by fourteen percent in Fiscal Year 2007 and an additional fourteen percent in 
Fiscal Year 2008. 



On June 28, 2006, an arbitration panel issued a 3-year award to the lAFF Local 22. The award 
granted wage increases of 3.0% effective July 1, 2005, 3.0% effective July 1, 2006, and 4.0% effective 
July 1,2007. In addition, the panel granted Local 22 health medical increases of 11.3% effective July 1, 
2005, 14.1% effective July 1, 2006, and 14.0% effective July 1, 2007. The arbitration panel also 
addressed management issues believed by the City to be outside its jurisdiction. On August 24,2007, the 
Commonwealth Court issued an opinion affirming in part and revising in part. The Court upheld the 
medical increases granted by the arbitrators and revised the decision that limited the City's management 
rights. 

The FOP contract contained a 3% increase in wages effective July 1, 2004, 3% effective July 1, 
2005,3% effective July 1,2006 and a 4% increase effective July 1,2007. The award also called for are- 
opener for health medical coverage for Fiscal Year 2006 and Fiscal Year 2007. 

At the re-opener in August of Fiscal Year 2006, the arbitrators ordered the City to increase FOP 
healthcare contributions by 15.7 percent and 10 percent in Fiscal Year 2006 and Fiscal Year 2007, 
respectively. After a City appeal, the Court of Common Pleas remanded the d i n g  back to arbitration, but 
the panel reissued its original ruling with no change. The City appealed the ruling to Common Pleas 
Court on February 13,2006, and lost. The City appealed that ruling in Commonwealth Court which ruled 
in favor of the City. The FOP petitioned the Pennsylvania Supreme Court asking the Court to review the 
matter, which the Court declined to do. The Mayor and the FOP reached a settlement in which the City 
agreed to pay the amounts awarded by the arbitrator. Accordingly, the matter was withdrawn as moot. 

On July 10, 2008 the arbitration panel awarded a one-year contract to the FOP effective July 1, 
2008. The award called for a 2 percent wage increase effective July 1, 2008, a 2 percent wage increase 
effective January 1,2009 and a 1 percent increase in longevity pay effective January 1,2009. In addition, 
the panel reduced the per member per month health medical payment from the current monthly rate of 
$1,303 per member to $1,165 per member. 

On October 17, 2008, an arbitration panel awarded a one-year contract to the IAFF Local 22 
effective July I, 2008. The award called for a 2 percent wage increase effective July 1,2008, a 2 percent 
wage increase effective January 1, 2009, and a 1 percent increase in longevity pay effective January 1, 
2009. In addition, the panel reduced the per member per month health medical payment from the current 
monthly rate of $1,444 per member to $1,270 per member. 

The City also reached a one year agreement with District Council 33 and District Council 47, 
which was effective July 1, 2008. The agreement called for a lump sum bonus of $1,100 per member. 
The agreement also called for no increase in the current per member per month health benefit payment. 
The union memberships have ratified the agreements. 

Contracts for the four major bargaining units representing City employees expired on June 30, 
2009. 

On December 18, 2009, an arbitration panel awarded a five-year contract to the FOP effective 
July 1,2009 which calls for no raise the first year, a 3% wage increase and one percent stress differential 
increase effective July 1, 2010, a 3% wage increase effective July 1, 2011, and reopeners on wages in 
Fiscal Year 2013 and 2014 . The award also includes higher employee co-pays in the police medical plan, 
reduced City contributions to the union's healthcare fund in Fiscal Year 2010, self insurance for employee 
health benefits and a requirement that new employees choose between a 20% increase in pension 
contributions over the amount current employees pay or entering a 401@) type retirement plan for the 
fust time. 



On October IS, 2010, an arbitration panel awarded a four year contract to the I.A.F.F. Local 22 
effective July 1,2009 which calls for no raise the first year, a 3% wage increase effective July 1,2010, a 
3% wage increase effective July 1,201 1, and a 3% wage increase effective July 1, 2012. The award also 
includes a change from purchase of health insurance to self-insurance as of January 1, 2011, higher 
employee co-pays in the Fire medical plan, the union's healthcare fund will be responsible for the fust $5 
million in self-insurance costs, and a requirement that new employees choose between a 20% increase in 
pension contributions over the amount current employees pay or entering a 401(k) type retirement plan 
for the first time. The City is appealing the award. 

Negotiations are currently underway with District Councils 33 and 47. 



The following table presents employee wage increases for the Fiscal Years 1998 through 201 1. 

Table 7 
City of Philadelphia 

Employee Wage Increases 
Fiscal Years 19982011 

District Council District Council Fraternal Order International Association 
Fiscalyear No. 33 - No. 47 - of Police of F i e  Fiehters 

3.0% (a) 
3.0% (a) 
4.0% (d) 

No increase (g) 
3.0% (h) 
3.0% (i) 
3.0% 

No increase (j) 
2.0% 
3.0% (k) 
4.0% (1) 

No increase (m) 
(0) 
(0) 

3.0% (a) 
3.0% (a) 
4.0% (d) 

No increase (g) 
3.0% (h) 
3.0% (i) 
3.0% 

No increase Cj) 
2.0% 
3.0% (k) 
4.0% (1) 

No increase (m) 
(0) 
(0) 

Third year of a four year contract: 
First year of a two year contract: 
Third year of a four year wnhact: 
Fourth year of a four year conhact: 
Second year of a two year contract: 
Fourth year of a four year contract: 
First year of a four year wntract: 
second year of a f i x  year conhact: 
Third vear of a four year wnhact: 
F i t  year of a four year contract: 

Third year of a four year wnhact: 
Fourth year of a four year contract: 

4.0% (b) 
3.0% @) 
4.0% (e) 
3.0% 
4.0% 
3.0% 
3.5% 
3.0% 
3.0% 
3.0% 
4.0% 
4.0% (n) 
0.0% @) 
3.0% @) 

4.0% (c) 
3.0% (c) 
4.0% (f) 
3.0% 
4.0% 
3.0% 
3.5% 
3.0% 
3.0% 
3.0% 
4.0% 
4.0% (n) 
O.O%(q) 
3.0%(q) 

3% effective December IS, 1998. 
3% effective September 15, 1998. 
3% effective September 15,1998. 
4% effective March 15,2000. 
4% effective September IS, 1999. 
4% effective September 15, 1999. 
cash bonus of $1,500 paid in August 2000. 
3% effective December IS. 2001. 
3% effectiveDecember 15,2002. 
cash bonus of $750 paid in October 2004 to District 
Council 47 members and in December 2004 to District 
Council 33 members. 
3% effective July I .  2006. 
4% effective July 1,2007. 

Ca& bonus of S 1 . I  00 pald 15 days after ratlficat~on 
One vear conrrast 2% effccttre Julv 1.2008 and 2% cffcct~vc Januarv I .  2009 
~on&ct  expired on June 30,2009,~e~otiations are currently underw&. 
Five year contract: 0% effective July 1,2009,3% effective July 1,2010,3% effective July 1,201 1, 
and re-openers on wages in Fiscal Years 2013 and 2014. 
Four year contract: 0% effective July 1.2009,3% effective July 1,20lO,3% effective July 1.201 I. 
3% effective July 1,2012. 



Employee Benefits 

The City provides various pension, life insurance, health. and medical benefits for its employees. 
General Fund employee benefit expenditures for Fiscal Years 2005 through 2011 are shown in the 
following table. 

Table 8 
City of Philadelphia 

General Fund Employee Benefit Expenditures 
Fiscal Years 2005-2011 

(Amounts in Millions of USD) 

Actual Actual Actual Actual Actual 
2005 - 2006 - - 2007 - 2008 - 2009 

Pension contribution' 315.5 346.5 436.8 430.8 459.0 
Health/Medical/DentaI 285.9 291.8 331.5 421.0 377.0 
Social Security 59.9 60.8 64.1 69.7 68.8 
Other - 43.4 - 61.1 - 57.9 - 61.5 - 68.4 
Total z?&l ZheZ 8903 98312 

Current Current 
Estimate Estimate 

2010 - 201 1 - 
350.1 480.0 
381.8 370.0 
69.2 70.2 
47.1 47.1 
84&2 9649 

The Pension Contribution amount includes debt service on the Pension Obligation Bonds, Series 1999. 

Municipal Pension Fund (Related to AU Funds) 

The City is required by the Home Rule Charter to maintain an actuarially sound pension and 
retirement system covering all officers and employees of the City. Court decisions have intelpreted this 
requirement to mean that the City must make contributions to the Municipal Pension Fund sufficient to 
fund: 

A. Accrued actuarially determined normal costs. 

B. Amortization of the unfunded actuarial accrued liability ("UAAL") prior to July 1,2009 
was determined as of July 1, 1985. Any increases or decrease in unfunded liabilities were amortized 
according to Act 205 of the Pennsylvania Municipal Retirement Code, However effective for the July 1, 
2009 valuations which defines tbe City's contribution obligation for fiscal year ending June 30, 201 1 and 
going forward the unfunded liability is amortized ovet a fixed 30 year period as a level dollar amount. 

C. Based on the City's most recent actuarial report dated as of July 1, 2009, the unfunded 
accrued liability was $4.933 billion which equals a funding ratio of 45%. 

Non-uniformed employees become vested in the Municipal Pension Plan upon the completion of 
ten years of senrice. Upon retirement, non-uniformed employees may receive up to 80% of their average 
final compensation depending upon their years of credited service. Uniformed employees become vested 
in the Municipal Pension Plan upon the completion of ten years of service. Upon retirement, uniformed 
employees may receive up to 100% of their average final compensation depending upon their years of 
credited service. City employees participate in one of two Municipal Pensions Plans, Plan 67 or Plan 87, 
depending, primarily, on such employee's date of hire. The retirement age differs for Plan 67 (age 55) 
and Plan 87 (age 60) for non-uniformed employees and also for Plan 67 (age 45) and Plan 87 (age 50) for 
uniformed employees. 



Effective January 1, 1987, the City adopted a new plan ("Plan 87") to cover employees hired after 
January 8, 1987, as well as members in the previous Plan who elected to transfer to Plan 87. Except for 
elected officials, Plan 87 provides for less costly benefits and reduced employee contributions. For 
elected officials, Plan 87 provides for enhanced benefits, with participating elected officials required to 
pay for the additional normal cost of the increase in pension payments. Police and Fire personnel became 
eligible for Plan 87 on July 1, 1988. Because of Court challenges, members of District Council 33 and 
Locals 2186 and 2187 of District Council 47 were not eligible for Plan 87 until October 2, 1992. 

The Eighteenth Five-Year Plan assumed several changes to the pension system. As part of Act 
44 which provided for a new method of determining municipal distress levels and alternative funding 
relief in response to the 200812009 market decline the City adopted the fresh start amortization alternative 
to 30 years and lowered the assumed rate of interest from 8.75 percent to 8.25 percent. Additionally, the 
Eighteenth Five-Year Plan assumed a partial deferral of the pension payment in Fiscal Year 2010 ($150 
million) and Fiscal Year 201 1 ($90 million) to be paid back by Fiscal Year 2014. The change in 
amortization period and the partial deferral were approved by the Pennsylvania General Assembly. 

A comprehensive statement of operations of the City Municipal Pension Fund for Fiscal Years 
2000 through 2009 is contained in the Fiscal Year 2009 Comprehensive Annual Financial Report. 



Purchase of Services 

The City accounts for a number of expenditures as purchase of services. The following table 
presents major purchases of services in the General Fund in Fiscal Years 2004 through 201 1. 

Table 9 
City of Philadelphia 

Purchase of Service in the General Fund 
Fiscal Years 2004-2011 

(Amounts in Millions of USD) 

Current Current 
Actual Estimate Esnmptc 

2004 2005 2006 2007 2008 2009 2010 2011 

Human Services (a) 493.7 51 1.8 467.9 495.3 515.3 499.0 465.5 466.4 

Public Health 69.1 60.7 61.1 65.5 65.1 67.9 68.6 69.3 

Public Property @) 132.4 133.3 137.6 156.3 139.5 142.6 136.5 138.6 

Streets (c) 53.9 54.6 54.8 58.3 58.4 51.0 50.4 44.4 

Sinking Fund- Lease 70.8 70.7 77.0 84.3 85.1 86.1 93.7 
Debt (d) 89.6 

Legal Services (e) 33.4 33.5 33.6 35.4 37.3 37.3 35.9 35.9 

First Judicial District 23.0 28.3 24.4 24.8 25.6 23.6 23.0 20.9 

Licenses & 6.0 3.1 11.5 11.4 11.9 9.6 8.4 
Inspections ( f )  7.1 

Emergency (g) 12.0 22.1 28.6 31.3 33.9 32.3 31.7 30.2 
Prisons 80.8 84.9 82.8 87.5 93.6 110.7 110.2 108.0 
All Other 01) 75.2 87.1 86.4101.5123.0114.1 - 109.3 129.8 
Total ~ L J E ! u ~ ~ L L S & Z ~  W4e2 

(a) Includes payments for care of dependent and delinquent children. 
(b) Includes vawents for SEPTA. space rentals. utilities, and telecommunications. Ln Fiscal Year 2008. the 

teleco~&cations division was transferred to the Managing Director - Division of Technology ("DOT'). Services 
ourchased for DOT anoear in the table under the cateeorv 'All Other." . . u ,  

(c) Includes solid waste disposal costs. 
(d) lncludes, among other things, Justice Center, Neighborhwd Transformation Initiative and Stadium lease debt. 
(e) Includes payments to the Defender A~sociation to provide legal repre8entatioo for indigents. - 
(0 Includes pabents for demolition in Fiscal Year 2006 through ~iscal  Year 2010. 
(a) Includes homeless shelter and boardine home navments. 
(6) lncludes payment for Convention  en& subsid; and Vehicle leasing 

FIGURES MAY NOT ADD UP DUE TO ROUNDING 

City Payments to School District 

In each fiscal year since Fiscal Year 1996, the City has made an annual grant of $15 million to the 
School District. Pursuant to negotiations with the Commonwealth to address the School District's current 
and future educational and fiscal situation, the Mayor and City Council agreed to provide the School 
District with an additional annual $20 million beginning in Fiscal Year 2002. In Fiscal Year 2008, the 
Mayor and City Council agreed to provide an additional $2 million, bringing the total contribution to 
$37 million. Ln Fiscal Year 2010, the City made a $38.5 million contribution, and the Fiscal Year 201 1 
budget includes a $38.6 million contribution. 



City Loan to PGW 

The City made a loan of $45 million to PGW during Fiscal Year 2001 to assist PGW in meeting 
its cash flow requirements. This loan was scheduled to mature in Fiscal Year 2007; however, PGW did 
not make the $45 million payment. PGW repaid $2 million to the City on August 31, 2007. PGW 
remitted a payment for $20.5 million before December 28, 2007; and PGW remitted a payment for the 
balance of $22.5 million on August 29, 2008. In addition, in order to assist PGW, (i) the City agreed to 
forgo the $18 million annual payment in Fiscal Year 2004, (ii) for Fiscal Years 2005,2006,2007,2008, 
2009 and 2010 the City made a grant to PGW equal to the annual payment received from PGW in such 
fiscal years, and (iii) the City's Nineteenth Five-Year Plan contemplates that in each of the Fiscal Years 
201 1 through 2015, the City will make a grant to PGW equal to the annual payment received from PGW 
in such Fiscal Years. The Fiscal Year 201 1 grant back may be setoff by the $16.3 million payment from 
PGW to the City. See also "Fiscal Year 201 1 PGW Payment to City." 

Fiscal Year 2011 PGW Payment to City 

PGW has agreed to make a payment of $16,300,000 to the City in the City's Fiscal Year 201 1 .  
The City and PGW have agreed that such payment will be made prior to June 30,201 1: (1) from interest 
and profits on certain reserves for outstanding bonds in excess of the applicable reserve requirement, to 
which the City is entitled to pursuant to the Act; and (2) from the sale of surplus City-owned real property 
currently occupied by PGW which will become available due to the consolidation of certain PGW 
operations. The terms of any real estate sale must be approved by the City administration, the Gas 
Commission and City Council. PGW has agreed to make the balance of the payment (net of Sinking 
Fund Reserve earnings and profits) from its available funds if the property sale is not completed prior to 
June 15, 201 1, or if the property sale proceeds are not sufficient to cover the full payment. The City has 
the right to obtain such payment from PGW in any lawful manner, including set-off against payments the 
City would have otherwise made to PGW. The obligation of PGW to make the payment to the City is 
subject and subordinate to the pledge and application of Gas Works Revenues and Project Revenues, as 
such terms are respectively defined in the ordinances adopted in 1998 and 1975, pursuant to which 
PGW's bonds are issued, secured and outstanding. See also "REVENLTES FROM CITY-OWNED 
SYSTEMS". 

City Payments to SEPTA 

The City's Fiscal Year 2008 operating subsidy payment to SEPTA was $61.3 million. The City's 
Fiscal Year 2009 operating subsidy payment to SEPTA was $62.9 million. The Fiscal Year 2010 budget 
projects operating subsidy payments to SEPTA of $64.2 million. The Fiscal Year 201 1 budget projects 
operating subsidy payments to SEPTA of $64.9 million. The Eighteenth Five-Year Plan provided that the 
City's contribution to SEPTA would increase to $70.9 million by Fiscal Year 2014. The Nineteenth Five- 
Year Plan provides that the City's contribution to SEPTA would increase to $72.9 million by Fiscal Year 
2015. 

DEBT OF THE CITY 

The Constitution of the Commonwealth provides that the authorized debt of the City "may be 
increased in such amount that the total debt of said City shall not exceed 13.5% of the average of the 
annual assessed valuations of the taxable realty therein, during the ten years immediately preceding the 
year in which such increase is made, hut said City shall not increase its indebtedness to an amount 
exceeding 3.0% upon such average assessed valuation of realty, without the consent of the electors 
thereof at a public election held in such manner as shall be provided by law." It has been judicially 



determined that bond authorizations once approved by the voters will not be reduced as a result of a 
subsequent decline in the average assessed value of City property. 

The Constitution of the Commonwealth further provides that there shall be excluded from the 
computation of debt for purposes of the Constitutional debt limit, debt (herein called "self-supporting 
debt") incurred for revenue-producing capital improvements that may reasonably be expected to yield 
revenue in excess of operating expenses sufficient to pay interest and sinking fund charges thereon. In the 
case of general obligation debt, the amount of such self-supporting debt to be so excluded must be 
determined by the Court of Common Pleas of Philadelphia County upon petition by the City. Self- 
supporting debt is general obligation debt of the City, with the only distinction from tax-supported debt 
being that it is not used in the calculation of the Constitutional debt limit. Self-supporting debt bas no 
lien on any particular revenues. 

As of August 1,2010, the Constitutional debt limitation for tax-supported general obligation debt 
was approximately $1,523,394 (based upon a formula of 13.5% of the assessed value of taxable real 
estate within the City on a 10 year rolling average). As of August 1,2010. the City's total amount of 
authorized general obligation debt was $1,752,436,000 which includes approximately $356,775,000 of 
self-supporting debt, which does not count against the Constitutional debt limit. As of August 1, 2010, 
$1,395,661,000 of general obligation debt subject to the constitutional debt limit was authorized, and of 
this authorized amount, $1,256,511,000 was issued and outstanding. As of August 1,2010 , a balance of 
$139,150,000 remained authorized and unissued, and after legally authorized deductions for 
appropriations of approximately $24,883,000 for Fiscal Year 201 1 maturing serial bonds, there remained 
a balance of $152,616,000 available for future authorization and issuance. 

The City is also authorized to issue revenue bonds pursuant to The First Class City Revenue Bond 
Act of 1972. Currently, the City issues revenue bonds to support the Division of Aviation, the Water 
Department and PGW. Bonds so issued are excluded for purposes of the calculation of the Constitutional 
debt limit. 

Short-Term Debt 

The City has issued notes in anticipation of the receipt of income by the General Fund in each 
fiscal year since Fiscal Year 1972 (with a single exception). Each note issue was repaid when due prior to 
the end of the fiscal year of issuance. The City issued $285 million of Tax and Revenue Anticipation 
Notes on July 28,2010. These notes will be repaid on June 30,201 1. 

Long-Term Debt 

Table 10 presents a synopsis of the bonded debt of the City and its component units at the close 
of Fiscal Year 2009. In addition, for tables setting forth a ten-year historical summary of tax-supported 
debt of the City and School District and the debt service requirements to maturity of the City's 
outstanding bonded indebtedness as of June 30. 2009, see the Fiscal Year 2009 Comprehensive Annual 
Financial Report. 

Of the total balance of City tax-supported general obligation bonds issued and outstanding at 
June 30, 2009, approximately 16% is scheduled to mature within 5 years and approximately 37% is 
scheduled to mature within 10 years. 
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General 
Fund - 

Bonded Debt Outstanding, 
July 1.2008 1,147.0 

Lncreases: 
Par Value of Bonds Issued: 

General Obligation 165.0 
Revenue 

Total Bonds Sold 165.0 

Decreases: 
Matured Bonds: 

General Obligation 31.0 
General Obligation 
Refunded 
Revenue 
Revenue Refuoded 

Total Decrease 31.0 

Bonded Debt Outstanding, 
June 30,2009 1,281.0 

Table 10 
City of Philadelphia 

City-related Bond Indebtedness 
June 30,2009 

(Amounts in Millions of USD) 

Governmental Fund Types Enterprise Funds 

Municipal 
Authority Water Aviation 

Fund - PlCA Total Fund Fund Total 

All 
Funds 
Total 

Source: Office of Director of Finance. 



Other Long-Term Debt Related Obligations 

The City has entered into other contracts and leases to support the issuance of debt by public 
authorities related to the City pursuant to which the City is required to budget and appropriate tax or other 
general revenues to satisfy such obligations. As of June 30, 2009, the principal amounts of the 
outstanding bonds of each of these authorities relating to the City's contract and lease obligations were as 
follows: 

PMA 
PAID' 
Parking Authority 
Redevelopment Authority 
Convention Center ~uthority*' 

$269.3 million 
$1,973.1 million 

$16.4 million 
$259.3 million 
$201.8 million 

Source: Office of the Director of Finance 

.. This includes 100% of Pension Bonds, only 86% applicable to the General Fund. 
These bonds were defeased m Fiscal Year 2010 by the Pennsylvania Economic 

Development Financing Authority 

The bonds of the Parking Authority included in the previous table are payable from project 
revenues, and by the City only if and to the extent that net revenues are inadequate for this purpose. The 
City paid $2.3 million in Fiscal Year 2006, $1.2 million in Fiscal Year 2007, $2.0 million in Fiscal Year 
2008 and $1.2 million in Fiscal Year 2009 toward the repayment of these bonds. The budgeted amount in 
Fiscal Year 2010 was $1,335,650 and in Fiscal Year 201 1 is $1,336,900. See "REVENUES OF THE 
CITY - Philadelphia Parking Authority." 

The Hospitals Authority and the State Public School Building Authority have issued bonds on 
behalf of the Community College of Philadelphia ("CCP). Under the Community College Act, each 
community college must have a local sponsor, which for CCP is the City. As the local sponsor, the City 
is obligated to pay up to 50% of the annual capital expenses of the college, which includes debt service. 
The remaining 50% is paid by the Commonwealth. Additionally, the City annually appropriates funds for 
a portion of CCP's operating costs (less tuition and less the Commonwealth's payment). The total 
payment to CCP in Fiscal Year 2008 was $24,467,924. The amount paid in Fiscal Year 2009 and Fiscal 
Year 2010 was $26,467,924. The budgeted amount in Fiscal Year 201 1 is $26,467,924. This amount 
represents the portion of operating costs (less student tuition and the Commonwealth payment) and up to 
half of the annual capital expenses for the year. 
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Swap Information 

The City has entered into various swaps related to its outstanding General Fund supported bonds 
as detailed in the following chart: 

C~ty Entlty I C~ty GO I City Lease - PAID I C q  Leax - PAID [ Clty Lease - PALD 
Related Bond Sen- 2009~"' 1 2001 (Slad~um) I 20078 ISwdlum) 1 2007B (Sta&um) 

I InitialNotional Amount 1 5313,505,000 1 $298.485.000 1 $217275.000 1 $72,400,000 1 

Termination Date I 8/1/2031 I 10/112030 I 10/1/2030 I 1011/2030 
Rcduct I Fixed Payer Swap [ Basis Swap"' I Fixed Payer Swap I Fixed Payer Swap 

I 1 67% I-month LIBOR I I 
I Rate Paid by Dealer I SIFMA I +O.ZO%,plusfixed I SIFMA I SIFMA I 

Notes: 

Rate Paid by City Entity 

Dealer 

Fair ~alue"' 

( I )  On Ju!v 23. 2009. the City tmninoted o ponion of the swap in the amount of UI3.SO5.OOO in conjunction with fhe rejmdlng of 
its Series 20078 bond with the Series 2OO9A f i  dale bond and the Series 20098 variable rate bonds The City made a 
reminotion payment of $15,450,000. 

2 P A D  receives annual fuedpqvmmts of %1.216.500fiom July 1. 2004 through July I .  2013. As the resuh of an amendment on 
July 14, 2006, S104.96S.OW of the total notion01 wer resmtemred as o conston1 maturity swap (the rate receiwd by PAID on 
that porlion war conwrtedjrom apereenrage of /-month LIBOR to apercentoge of the 5-yem UBOR swap ratefmnt October 
1. 2006 to October 1. 2020). The conrtanf mami@ swap war terminated in December 2009. The City received o payment of 
63.049.WO. 

(3) Fa* valuep ore ar of September 30, 2010 andare s h m f r o m  fhe City 'spospective ondinelude aumedinterm. 

3.829% 
Royal Bank of 

Canada 

IS 15.443.363) 

While the City is party to several interest rate swap agreements, for which there is General Fund 
exposure and on which the swaps currently have a negative mark against the City, the City has no 
obligation to post collateral on these swaps while the City's underlying ratings are investment grade. 

For more information related to certain swaps entered into in connection with revenue bonds 
issued for PGW, Water and the Airport, see the City's 2009 Comprehensive Annual Financial Report. In 
addition, PICA has entered into swaps which are detailed in the City's 2009 Comprehensive Annual 
Financial Report. 

anouity 
SIFMA 

MerriU Lynch Capital 
Services, Lnc. 

($8.193.612) 

Recent and Upcoming Fiancings 

The following is a list of fmancings that the City has entered into since the close of Fiscal Year 
2009. 

3.9713% 
JP Morgan Cbase 

Bank, N.A. 

($ 39.139.053) 

The City and the Water Department restructured $83.6 million of its outstanding Water and 
Wastewater Revenue Refunding Bonds, Series 2005B on July 1, 2009. The City replaced the Assured 
Guaranty Municipal Corp. (formerly known as Financial Security Assurance Inc.) ("AGM) insurance 
policy with a letter of credit fiom Bank of America, N.A. 

3.9713% 
M d  Lynch Capital 

Services, lac. 

(S 13.041.971) 

The City executed a $31 million, four-year tax-exempt lease to finance an upgrade to its 
municipal radio communications system for emergency and normal public safety purposes. This 
financing closed on July 7,2009. 



The City also had outstanding variable rate debt consisting of $313.5 million of General 
Obligation Bonds, Series 20078 insured by AGM with Dexia as the liquidity provider. AGM's financial 
difficulties negatively impacted these bonds and the City refunded the 2007B Bonds with the proceeds of 
the 2009A Bonds and the 2009B Bonds and terminated a portion of the swap related to the 20078 Bonds. 
The City closed this transaction on August 13,2009. 

The PGW 6th Series Revenue Bonds were insured by AGM and had liquidity provided by 
J.P. Morgan, Wachovia Bank N.A., and Scotia Bank. The liquidity expired in January 2009. All of the 
6th Series Revenue Bonds were owned by the banks. The City, together with PGW, refunded the 6th 
Series Revenue Bonds with the Eighth Series Bonds. The variable rate bonds (Eighth Series B, C, D & 
E) in the amount of $255 million are secured by letters of credit from Bank of America, N.A., Wachovia 
Bank, N.A., Scotia Bank and J.P. Morgan. The remaining bonds were refunded as fixed rate bonds 
(Series A) and a portion of the swap related to the 6th Series Revenue Bonds was terminated. The City 
and PGW closed this transaction on August 20,2009. 

In September 2009, the City issued the Series A, Tax and Revenue Anticipation Note ("TRAN) 
in the maximum principal amount of $275 million to J.P. Morgan Securities, Inc ("JP Morgan"). The City 
drew $270 million under the JP Morgan private placement. The City issued a publicly offered TRAN, 
Series B and repaid the principal of and accrued interest on the Series A TRAN with a portion of the 
proceeds of the TRAN, Series B, together with other available funds of the City. This transaction closed 
on November 5,2009. These notes were repaid on June 30,2010. 

In December 2009, PAID in conjunction with the City terminated the portion of the swap related 
to the $104,965,000 million constant maturity swap on P A W S  2001 Stadium financing. The swap 
counterparty paid a termination payment of $3,049,000 to the City/PAID. 

The City's 2003 Variable Rate Series, Water and Wastewater Revenue Refunding Bonds were 
insured by AGM with Dexia as the liquidity provider. The City refunded the variable rate bonds to fixed 
rate bonds and terminated the swap related to those bonds. The refunding and related swap termination 
closed April 15.2010. 

In July 2010, the City issued the Tax and Revenue Anticipation Notes, Series A of 2010-201 1 in 
the principal amount of $285 million. 

The City, together with the Water Department, issued $185 million of new money water and 
wastewater bonds for capital projects. This transaction closed August 5,2010. 

The City, along with PGW, issued $150 million of Ninth Series PGW Revenue Bonds. This 
transaction closed August 26,2010. 

Pursuant to this Official Statement, the City, in conjunction with the Philadelphia International 
Airport, plans to issue new money Airport Revenue Bonds as well as refunding bonds (depending on 
market conditions). This transaction is expected to close October/November 2010. 

The City plans to issue General Obligation new money bonds for certain capital projects as well 
as refunding bonds (depending on market conditions) in late 2010 or early 201 1. 

CITY CAPlTAL IMPROVEMENT PROGRAM 

The Capital Improvement Program for Fiscal Years 201 1-2016 contemplates a total budget of 
$7,960,188,000 of which $2,133,504,000 is to be provided from Federal, Commonwealth, and other 



sources and the remainder through City funding. The following table shows the amounts budgeted each 
year ftom various sources of funds for capital projects. City Council adopted the Capital Improvement 
Program for Fiscal Years 201 1-2016 on May 20,2010. 

Table 11 
City of Philadelphia 

Fiscal Years 2011-2016 
Capital Improvement Program 

(Amounts in Thousands of USD) 
CITY FUNDS - 
TAX SUPPORTED 
Carried-forward Loans 
Operating Revenue 
New Loans 
Pre-fmanced Loans 
PICA Re-fmced 
Loans 
Tax-supported 
Subtotal 

CITYFUNDS- 
SELF-SUSTAINLNG 
Carried-forward Loans 
Operafing 
New Loans 
SeU-Sustaining 
Subtotal 

REVOLVING FUNDS 

OTHER THAN CITY 
FUNDS 
Camed-Fonuard Other 
Government 
Other Governments 
Off Budget 

Other Governments 
Carried-Fonuard State 
State Off Budget 
State 
Carried-Foward Private 
Private 
Carried-Foward 
Federal 
Federal Off Budget 
Federal 
Other Than City 
Funds Subtotal 

TOTAL 



LITIGATION 

Generally, judgments and senlements on claims against the City are payable from the General 
Fund, except for claims against the Water Department, the Aviation Division, and the Gas Works. Claims 
against the Water Department are paid first from the Water Fund and only secondarily from the General 
Fund. Claims against the Aviation Division, to the extent not covered by insurance, are paid first from 
the Aviation Fund and only secondarily from the General Fund. Claims against the Gas Works, to the 
extent not covered by insurance, are paid first from Gas Works revenues and only secondarily from the 
General Fund. 

The Act of October 5, 1980, P.L. 693, No. 142, known as the "Political Subdivision Tort Claims 
Act," (the "Tort Claims Act") establishes a $500,000 aggregate limitation on damages for injury to a 
person or property arising from the same cause of action or transaction 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 repeatedly upheld by the 
Pennsylvania Supreme Court. In February 1987, an appeal of a decision upholding such constitutionality 
to the United States Supreme Coutt was dismissed for want of jurisdiction. However, under Pennsylvania 
Rule of Civil Procedure 238, delay damages in State Court cases are not subject to the $500,000 
limitation. Moreover, the limit on damages is inapplicable to any suit against the City which does not 
arise under state tort law such as claims made against the City under Federal civil rights laws. 

The aggregate loss resulting from general and special litigation claims was $30.2 million for 
Fiscal Year 2001, $30.0 million for Fiscal Year 2002, $24.1 million for Fiscal Year 2003, $24.5 million 
for Fiscal Year 2004, $27.5 million for Fiscal Year 2005, $23.0 million for Fiscal Year 2006, $26.6 
million for Fiscal Year 2007, $29.8 million for Fiscal Year 2008, $34.5 million for Fiscal Year 2009 and 
$32.7 million for Fiscal Year 2010. Estimates of settlements and judgments from the General Fund are 
$42 million, $34.5 million, $34.5 million, $34.5 million and $34.5 million for Fiscal Years 201 1 through 
201 5, respectively (based on the Nineteenth Five-Year Plan). In budgeting for settlements and judgments 
in the annual Operating Budget and projecting settlements and judgments for each Five-Year Plan, the 
City bases its estimates on past experience and on an analysis of estimated potential liabilities and the 
timing of outcomes, to the extent a proceeding is sufficiently advanced to permit a projection of the 
timing of a result. General and special litigation claims are budgeted separately from back-pay awards 
and similar settlements relating to lahor disputes. Usually, some of the costs arising from lahor litigation 
are reported as part of current payroll expenses. For Fiscal Year 2010, payments for claims arising from 
labor settlements in the General Fund were $1.4 million of which $1.38 million were paid from the 
Indemnities account, and $13,000 from the Operating budgets of the affected departments. For Fiscal 
Year 2009, payments for claims arising from labor settlements in the General Fund were $1.74 million of 
which $1.7 million was paid from the Indemnities account, and $40,000 from the operating budgets of the 
affected departments. Actual claims paid out from the General Fund for settlements and judgments 
averaged $29.3 million per year over the five years from Fiscal Year 2006 through Fiscal Year 2010. 

In addition to routine litigation incidental to performance of the City's governmental functions 
and litigation arising in the ordinary course relating to contract and tort claims and alleged violations of 
law, certain special litigation matters are currently being litigated andlor appealed and adverse final 
outcomes of such litigation could have a substantial or long-term adverse effect on the City's General 
Fund. These proceedings involve: environmental-related actions and proceedings in which it has been or 
may be alleged that the City is liable for damages, including but not limited to property damage and 
bodily injury, or that the City should pay fines or penalties or the costs of response or remediation, 
because of the alleged generation, transport, or disposal of toxic or otherwise hazardous substances by the 
City, or the alleged disposal of such substances on or to City-owned property; a class action suit alleging 
that the City failed to properly oversee management of funds in the deferred compensation plan of City 



employees; civil rights claims; and a pay dispute with former and current paramedics. The ultimate 
outcome and fiscal impact, if any, on the City's General Fund of the claims and proceedings described in 
this paragraph are not currently predictable. 

Various claims in addition to the lawsuits described in the preceding paragraph have been 
asserted against the Water Department and in some cases lawsuits have been instituted. Many of these 
Water Department claims have been reduced to judgment or otherwise settled in a manner requiring 
payment by the Water Department. The aggregate loss for Fiscal Year 2003 which resulted kom these 
claims and lawsuits was $3.9 million, $2.9 million for Fiscal Year 2004, $2.4 million for Fiscal Year 
2005 $4.2 million for Fiscal Year 2006, $2.5 million in Fiscal Year 2007, $4.6 million in Fiscal Year 
2008, $5.0 million in Fiscal Year 2009 and $4.8 million in Fiscal Year 2010. The Water Fund's budgets 
for Fiscal Year 201 1 contain an appropriation for Water Department claims in the amount of $6.5 million, 
although the current estimate, based on the prior three fiscal years' expenditures, is for only $4.0 million 
in Fiscal Year 2011. The Water Fund is the first source of payment for any of the claims against the 
Water Department. 

In addition, various claims have been asserted against the Aviation Division and in some cases 
lawsuits have been instituted. Many of these Aviation Division claims have been reduced to judgment or 
otherwise settled in a manner requiring payment by the Aviation Division. The aggregate loss for Fiscal 
Year 2008 which resulted from these claims and lawsuits was $1.3 million and $430,000 for Fiscal Year 
2009. The aggregate loss for Fiscal Year 2010 was $881,600. The Indemnities budgets for Aviation 
Fund claims for Fiscal Year 2010 and Fiscal Year 201 1 contain an appropriation in the amount of $2.5 
million, although the current estimate, based on the prior three fiscal years' expenditures, is only 
$870,533 in Fiscal Year 201 1. The Aviation Division is the first source of payment for any of the claims 
against the Aviation Division. 

ELECTED AND APPOINTED OFFICIALS 

The Mayor is elected for a term of four years and is eligible to succeed himself for one term. 
Each of the seventeen members of the City Council is also elected for a four-year term which runs 
concurrently with that of the Mayor. There is no limitation on the number of terms that may be served by 
members of the City Council. Of the members of the City Council, ten are elected from districts and 
seven are elected at-large, with a minimum of two of the seven representing a party or parties other than 
the majority party. The District Attorney and the City Controller are elected at the mid-point of the terms 
of the Mayor and City Council. 

The City Controller's responsibilities derive kom the Home Rule Charter, various City 
ordinances and state and federal statutes, and contractual arrangements with auditees. The City Controller 
must follow Generally Accepted Government Auditing Standards ("GAGAS") established by the federal 
Government Accountability Office (formerly known as the General Accounting Office), and GAAS, 
Generally Accepted Auditing Standards promulgated by the American Institute of Certified Public 
Accountants. As of June 1, 2010, the Office of the City Controller had 124 employees, including 
77 auditors, 27 of whom were certified public accountants. 

The City Controller post-audits and reports on the City's combined fmancial statements, federal 
assistance received by the City, the performance of City departments and the fmances of the School 
District. The City Controller also conhcts a pre-audit program of expenditure documents required to be 
submitted for approval, such as invoices, payment vouchers, purchase orders and contracts. Documents 
are selected for audit by category and statistical basis. The Pre-Audit Division verifies that expenditures 
are authorized and accurate in accordance with the Home Rule Charter and other pertinent legal and 
contractual requirements before any moneys are paid by the City Treasurer. The Pre-Audit Technical 



Unit, consisting of auditing and engineering staff, inspects and audits capital project design, construction 
and related expenditures. Other responsibilities of the City Controller include investigation of allegations 
of fraud, preparation of economic reports, certification of the City's debt capacity and the capital nature 
and useful life of the capital projects, and opining to the Pennsylvania Intergovernmental Cooperation 
Authority on the reasonableness of the assumptions and estimates in the City's five-year financial plans. 

The principal officers of the City's government appointed by the Mayor are the Managing 
Director of the City (the "Managing Director"), the Director of Finance of the City (the "Director of 
Finance"), the City Solicitor (the "City Solicitor"), the Deputy Mayor for Planning and Economic 
Development and Director of Commerce (the "Director of Commerce") and the City Representative (the 
"City Representative"). These officials, together with the Mayor and the other members of the Mayor's 
cabinet, constitute the major policy-making group in the City's government. 

The Managing Director is responsible for supervising the operating departments and agencies of 
the City that render the City's various municipal services. The Director of Commerce is charged with the 
responsibility of promoting and developing commerce and industry. The City Representative is the 
Ceremonial Representative of the City and especially of the Mayor. The City Representative is charged 
with the responsibility of giving wide publicity to any items of interest reflecting the activities of the City, 
its inhabitants and for the marketing and promotion of the image of the City. 

The City Solicitor is head of the Law Department and acts as legal advisor to the Mayor, the City 
Council, and all of the agencies of the City government. The City Solicitor is also responsible for all of 
the City's contracts and bonds, for assisting City Council, the Mayor, and City agencies in the preparation 
of ordinances for introduction in City Council, and for the conduct of litigation involving the City. 

The Director of Finance is the chief financial and budget officer of the City and is selected from 
three names submitted to the Mayor by a Finance Panel. The Director of Finance is responsible for the 
financial functions of the City including development of the annual operating budget, the capital budget, 
and capital program; the City's program for temporary and long-term borrowing; supervision of 
the operating budget's execution; the collection of revenues through the Department of Revenue; and the 
oversight of pension administration as Chairperson of the Board of Pensions and Retirement. 
The Director of Finance is also responsible for the appointment and supervision of the City Treasurer, 
whose office manages the City's debt program and serves as the disbursing agent for the distribution of 
checks and electronic payments from the City Treasury and the management of cash resources. 

The following are brief biographies of Mayor Nutter, his chief of staff, his cabinet, as defined in 
the City Charter, the City Controller and the City Treasurer: 

Michael A. Nutter, Mayor, was sworn in as Philadelphia's 98th Mayor on January 7, 2008. He 
won the Democratic nomination in a five-way primary election. Elected to Philadelphia City Council in 
1992, the Mayor represented the City's Fourth Councilmanic District for nearly fifteen years. During his 
time in Council, he engineered groundbreaking ethics reform legislation, led successful efforts to pass a 
citywide smoking ban, worked to lower taxes for Philadelphians and to reform the City's tax structure, 
and labored to increase the number of Philadelphia police officers patrolling the streets and to create a 
Police Advisory Board to provide a forum for discussion between citizens and the Police Department. 
Mayor Nutter received his B.A. from the Wharton School of Business at the University of Pennsylvania 
in 1979. 

Clarence D. Armbrister, Chief of Staff, was appointed on January 7, 2008. Prior to his 
appointment, Mr. Armbrister was Executive Vice President and Chief Operating Officer of Temple 
University. Mr. Armbrister began his career at Temple in April 2003 when he was named Senior Vice 



President. He was elevated to the position of Executive Vice President and Chief Operating Officer in 
January 2007. Prior to joining Temple, Mr. Armbrister was a Director in the UBS Financial Services 
Municipal Securities Group in Philadelphia and had served as Managing Director of the School District of 
Philadelphia, Treasurer of the City of Philadelphia, and was a partner in the law firm of Saul Ewing LLP. 
Mr. Armbrister holds a J.D. kom the University of Michigan Law School and a B.A. degree in political 
science and economics from the University of Pennsylvania. 

Richard Negrin, Deputy Mayor for Administration and Coordination and Managing 
Director, was appointed in July 2010. This Cabinet position has direct management responsibility over 
the City's key infrastructure departments and coordinates across all City government to provide oversight 
and support to ensure optimal performance. In December 2009, Mr. Negrin was appointed by Mayor 
Nutter to serve as Executive Director of the Board of Revision of Taxes to provide strong leadership and 
to revitalize, restructure and reform the embattled agency. From November 2006 through December 
2009, Mr. Negrin served as Vice-Chair of the independent Philadelphia Board of Ethics which helped to 
change the culture of government by providing guidance, education and training on ethics rules to the 
entire City workforce as weU as to promote greater transparency in government by overseeing financial 
disclosures by City officials and having oversight related to campaign finance limits and disclosures. 
Prior to joining the City, Mr. Negrin was Vice President, Associate General Counsel, and a member of the 
Executive Leadership Council of ARAMARK Corporation. Prior to joining ARAMARK, Mr. Negrin 
was a litigator with the law fm of Morgan, Lewis & Bockius LLP and was a prosecutor in the Major 
Trials Unit of the Philadelphia District Attorney's Office. Mr. Negrin is a graduate of Rutgers University 
School of Law, where he was the recipient of the Richard L. Barbour, Jr. Memorial Award. He received 
his Bachelor's degree in political science from Wagner College where he received the Pre-Law Prize for 
academic excellence. During college, Mr. Negrin was a consensus football all-American and served as 
captain of the football team, helping to lead them to the small college National Championship in 1987. 
After college, Mr. Negrin played briefly in the National Football League, signing contracts with the 
Cleveland Browns in 1988 and the New York Jets in 1989. 

Rob Dubow, Director of Finance, was appointed on January 7, 2008. The Director of Finance 
is the Chief Financial Officer of the City. Prior to his appointment, Mr. Dubow was the Executive 
Director of the Pennsylvania Intergovernmental Cooperation Authority (PICA), which is a f m c i a l  
oversight board established by the Commonwealth in 1991. He sewed as Chief Financial Officer of the 
Commonwealth of Pennsylvania from 2004 to 2005. From 2000 to 2004, he served as Budget Director 
for the City of Philadelphia, where he had also been a Deputy Budget Director and Assistant Budget 
Director. Before working for the City, Mr. Dubow was a Senior Financial Analyst for PICA. He also 
served as a Research Associate at the Pennsylvania Economy League and was a reporter for the 
Associated Press. Mr. Dubow earned a Masters in Business Administration degree from the Wharton 
School of Business and a Bachelor of Arts degree from the University of Pennsylvania. 

Shelley R. Smith, City Solicitor, was appointed on January 7, 2008. The City Solicitor of the 
City of Philadelphia is the City's chief legal officer, the head of the City's Law Department, and a 
member of the Mayor's Cabinet. Prior to her appointment, Ms. Smith was the Associate General Counsel 
for Regulatory Affairs - East at Exelon Corporation. Prior to joining Exelon, Ms. Smith was with Ballard 
Spahr as Of Counsel in the Labor, Employment & Immigration Group. Ms. Smith also spent more than a 
decade with the City of Philadelphia's Law Department where she was trial attorney and supervisor in the 
Civil Rights Unit, Chief of the Affirmative Litigation and Labor and Employment Units, an4 finally, 
Chair of the Corporate and Tax Group. 

Alan Greenberger, Acting Deputy Mayor for Planning and Economic Development and 
Director of Commerce, was appointed on June 30,2009. Mr. Greenberger is also the Executive Director 
of the City Planning Commission where he chairs the Philadelphia Zoning Code Commission. A native 



of New York City, he moved to Philadelphia in 1974 to join MitchelYGiurgola Architects. He became an 
associate of MitchellIGiurgola in 1980, moved to Australia to join MitchellIGiurgola & Thorpe, architects 
for the Australian Parliament House, and rejoined MitchelVGiurgola in Philadelphia as a partner in 1986. 
In 1990, he and several partners at M/G changed the name of the fum to MGA Partners, where he 
practiced through 2008. He has been the lead designer on numerous MGA projects including the 
Department of State National Foreign Affairs Training Center, the West Chester University School of 
Music and Performing Arts Center, America on Wheels Museum, Lehigh University Linderman Library 
Renovation, Mann Center for the Performing Arts Master Plan and Pavilions, and the Centennial District 
Master Plan. 

Melanie Johnson, City Representative, was appointed on January 7, 2008. The City 
Representative will promote and give wide publicity to items of interest reflecting the accomplishments of 
the City and its inhabitants and the growth and development of its commerce and industry. Ms. Johnson 
had served as the Director of Communications for the Nutter for Mayor Campaign since August of 2006. 
Prior experience includes her time as Press Secretary to Former Mayor Ed Rendell, Director of 
Communication for Multicultural Affairs Congress at Philadelphia Convention and Visitors Bureau. and 
Senior Account Executive at Beach Advertising. 

Alan L. Butkovitz is serving his second term as Philadelphia's elected City Controller, an office 
independent of the Mayor. Prior to his election as City Controller, Mr. Butkovitz served 15 years in the 
Pennsylvania House of Representatives, representing the 174th Legislative District in Northeast 
Philadelphia where he served on the Veterans Affairs and Urban Affairs Committees as well as 
committees on Aging and Older Adults, Children and Youth and Insurance. Mr. Butkovitz was widely 
praised for leading the bi-partisan investigation into violence in Philadelphia public schools. He authored 
legislation creating the Office of the Safe Schools Advocate, the first of its kind in the nation. 
Mr. Butkovitz was born and raised in Philadelphia. He is an attorney and received his Juris Doctor degree 
from Temple University Law School in 1976 and a bachelor's degree from Temple University in 1973. 

Rebecca Rhynhart was appointed Budget Director of the City of Philadelphia effective 
November 1,2010. Ms. Rhynhart was appointed City Treasurer in July 2008. Her responsibilities include 
oversight of all activities related to the issuance of debt by the City, managing the investment of 
approximately $2.0 billion of operating and bond funds as well as managing the City's depository 
banking. Ms. Rhynhart previously served as the Deputy Finance Director for Debt Management from 
February 2008 to July 2008. Prior to joining the City, Ms. Rhynhart headed up the Tax-Exempt Croup in 
Bear Steams' Global Credit Department, assessing the creditworthiness of municipalities and not-for- 
profit organizations for derivative trading. From 2001 to 2005, she worked as a credit analyst for Fitch 
Ratings. Ms. Rhynhart received her Masters of Public Administration from Columbia University and her 
Bachelor of Arts from Middlebury College. 
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ADDITIONAL INFORMATION 

Current City Practices 

It is the City's practice to file its Comprehensive Annual Financial Report ("CAFR), which 
contains the audited combined financial statements of the City, with the Municipal Securities Rulemaking 
Board ("MSRB") as soon as practicable after delivery of such report. The CAFR for the City's fiscal year 
ended June 30, 2009 was deposited with the MSRB on February 25, 2010, through the MRSB's 
Electronic Municipal Market Access (EMMA) system. The CAFR is prepared by the Director of Finance 
of the City in conformance with guidelines adopted by the Governmental Accounting Standards Board 
and the American Institute of Certified Public Accountants' audit guide, Audits of State and Local 
Government Units. Upon written request to the Office of the Director of Finance and payment of the costs 
of duplication and mailing, the City will make available copies of the CAFR for the Fiscal Year ended 
June 30, 2009. Such a request should be addressed to: Office of the Director of Finance, Municipal 
Services Building, Suite 1300, 1401 John F. Kennedy Boulevard, Philadelphia, PA 19102. The CAFR is 
also available online at www.phila.gov/ivestor, the City's website ("City Website" or "Website"). The 
City also expects to provide financial and other information from time to time to Moody's Investors 
Service, Standard & Poor's Ratings Services, a division of The McGraw-Hill Companies, Inc. and Fitch 
Ratings, in connection with the securities ratings assigned by those rating agencies to bonds or notes of 
the City. 

The foregoing statement as to filing or furnishing of additional information reflects the City's 
current practices, but is not a contractual obligation to the holders of the City's bonds or notes. 

The City Website contains information in addition to that set forth in the CAFR. The "Terms of 
Use" statement of the City Website, incorporated herein by this reference, provides, among other things, 
that the information contained therein is provided for the convenience of the user, that the City is not 
obligated to update such information, and that the information may not provide all information that may 
be of interest to investors. 
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CITY SOCIOECONOMIC INFORMATION 

Introduction 

The City includes within its boundaries an area of approximately 130 square miles and a resident 
population of approximately 1.54 million according to the US. Census Bureau, 2008 Population 
Estimates. The City is in the heart of a nine-county metropolitan area with approximately 5.5 million 
residents. Air, rail, highway, and water routes provide easy access to the City. 

The City is strategically located on the east coast with easy access to markets, resources, 
government centers, and transportation. The City's metropolitan area is the nation's fourth largest in the 
retail market with over 2,400 retail stores. 

Quality of Life 

The City is rich in history, art, architecture, and entertainment. World-class cultucrl and historic 
attractions include the Philadelphia Museum of Art (which houses the third largest art collection in the 
United States), the Philadelphia Orchestra, Academy of Music, Pennsylvania Ballet, the Constitution 
Center, the Kimmel Center (which had over 1 million people in attendance in 2007). Pennsylvania 
Academy of Fine Arts, Franklin Institute, Mam Music Center, Opera Company of Philadelphia, and the 
Rodin Museum. The South Philadelphia sports complex, currently consisting of Lincoln Financial Field, 
Citizens Bank Park, the Wachovia Spectnun and the Wachovia Center, is home to the Philadelphia 76ers, 
Flyers, Phillies and Eagles. The City also offers its residents and visitors America's most historic square 
mile, which includes Independence Hall and the Liberty Bell, as well as Fairmount Park, which spans 
8,000 acres and includes Pennypack Park and the country's first zoo. 

The City is a center for health, education, and science facilities with the nation's largest 
concentration of healthcare resources within a 100-mile radius. There are presently more than 
30 hospitals, seven medical schools, two dental schools, two pharmacy schools, as well as schools of 
optometry, podiaby and veterinary medicine, and the Philadelphia Center for Health Care Sciences in 
West Philadelphia. The City is one of the largest health care and health care education centers in the 
world, and a number of the nation's largest pharmaceutical companies are located in the Philadelphia 
area. 

The City has the second largest concentration of students on the East Coast with eighty degree 
granting institutions of higher education and a total enrollment of over 300,000 students. Included among 
these institutions are the University of Pennsylvania, Temple University, Drexel University, St. Joseph's 
University, and LaSalle University. Within a short drive from the City are such schools as Villanova 
University, Bryn M a w  College. Haverford College, Swarthmore College, Lincoln University, and the 
Camden Campus of Rutgers University. The undergraduate and graduate programs at these institutions 
help provide a well-educated and trained work force to the Philadelphia community. 

Hospitals and Medical Centers , 
The City also has major research facilities, including those located at its universities, the medical 

schools, the Wistar Institute, the Fox Chase Cancer Center, and the University City Science Center. The 
Children's Hospital of Philadelphia (ranked number one in U.S. children's hospitals) has recently 
completed the construction of a new $100 million biomedical research facility located within the 
Philadelphia Center for Health Care Sciences in West Philadelphia. A Comprehensive Cancer Center is 
also located at the University of Pennsylvania. 



Hospitals and Medical Centers: The following table presents the most recent published data 
regarding hospitals and medical centers in Philadelphia. Due to mergers, consolidations and closures that 
have occurred or may occur in the future, this table is accurate only as of its publication date. 

Table 12 
City of Philadelphia 

Hospitals and Medical Centers 
(As of July 2009) 

Institution 
Albert Einstein Medical Center 
Aria Health System "' 
Belrnont Center for Comprehensive Treatment 
Chestnut Hill Hospital 
Department of Veterans Affairs Medical Center - Philadelphia 
Fairmount Behavioral Health System 
Fox Chase Cancer Center 
Friends Hospital 

G i d  Medical Centerlcontinuing Care Hospital of Philadelphia 

Hahnemann University Hospital 

Hospital of the University of Pennsylvania 
Jeanes Hospital 
Kensington Hospital 
Kindred Healthcare-Philadelphia 
Magee Rehabilitation Hospital 

Mercy Hospital of Philadelphia 

Methodist Hospital Division - T N H  
Nazareth Hospital 
Penn Presbyterian Medical Center 
Pennsylvania Hospital 
Roxborough Memorial Hospital 
Shriners Hospitals for Children - Philadelphia 

St. Agnes Continuing Care Center 
St. Christopher's Hospital for Children 
St. Joseph's Hospital 
Temple University Hospital "' 
The Children's Hospital of Philadelphia 

Thomas Jefferson University Hospital 

Beds - 
51 1 
477 
147 
119 
145 
185 
100 
192 

lo6 

497 

760 
160 
35 
52 
96 

180 

199 

195 
223 
410 

137 
39 

58 
175 
146 
746 
456 

666 

Source: Delaware Valley Healthcare Council of HAP, Monthly Utilization Report, July 2009 
(I) Aria (formerly Frankford Health Care Systems) includes data for all three divisions - 

Frankford, Torresdale and Bucks County. 
(2) Temple includes data for Episcopal Hospital. 



Children's Hospital Expansion. The Children's Hospital of Philadelphia is expanding its research 
facilities in West Philadelphia. The $400 million first phase of the new complex was completed in the 
Fall of 2009; the $500 million second phase has been put on hold for the time being due to market 
conditions. CHOP recently purchased the JFK Building on the banks of the Schuyllrill River just south of 
South Street. Administrative offices and research laboratories will be housed in this new space. The 
construction schedule is not yet known. 

Universitv of Pennsvlvania. A major new $302 million cancer research and treatment center, the 
Center for Advanced Medicine, opened in October 2008. The West Tower of the Center of Advanced 
Medicine is estimated to be completed in 2010 at a cost of $370 million and is currently under 
construction. 

The Fox Chase Cancer Center. The Center is a non-profit institution, which is expanding its 
campus in the northeast section of the City. The area of expansion is called Burholme Park and it is 
adjacent to the main campus. The Center's 25-year Master Plan is over $1 billion, providing over 
2.7 million sq. ft. of space dedicated to research and patient care. The Burholme Park portion of the 
expansion has been delayed for some time due to litigation. With a recent Commonwealth Court ruling, 
Fox Chase will be unable to expand into Burholme Park as planned. Throughout the litigation process, 
however, they have been actively pursuing other development sites within the City to expand, and have 
completed construction on and opened a $100 million Cancer Research Pavilion on their main campus in 
July 2009. Also slated for construction on the main campus is a 25,000 sq. ft. comparative research 
facility to enhance and expand the capabilities of the Center's current research efforts. 

Demographics 

During the ten-year period between 1990 and 2000, the population of the City decreased from 
1,585,577 to 1,517,550. During the same period, the population of Pennsylvania increased by 3.4%, less 
than one-third the national rate of increase. 

Table 13 
Population 

City, Pennsylvania & Nation 

% Change % Change 
1990 - - 2000 2009 (est.1 1990-2000 2000-2009 

Philadelphia 1,585,577 1,517,550 1,540,351' -4.3% 1.5%" 

Pennsylvania 11,881,643 12,281,054 12,604,767 3.4% 2.5% 

United States 248,709,873 28 1,42 1,906 307,006,550 13.2% 8.3% 

Source: U.S. Census Bureau, 2009 Population Estimates, Census 2000, 1990 Census. 

.. 2008 Population Estimates (revised population estimate from challenge). 
Reflects %change from 2000-2008. 



Table 14 
Population Age Distribution 

Philadelphia County 

2006- 
% of % of 2008* % of 

Age 1990 Total 2000 Total (est) Total 

85 & up 221801 1.4 27,339 1.8 28,337 2.0 
Total 1,585,577 100 1,517,550 100 1,448,911 100 

Pennsylvania 

2006- 
2008' 

Total (est) 
% of 
Total 

% of 
Age 1990 Total 2000 

0-24 4,021,585 33.8 4,O 16,670 
25-44 3,657,323 30.8 3,508,562 
45-64 2,373,629 20 2,836,657 
65-84 1,657,270 13.9 1,681,598 
85 & u p  171,836 1.4 237,567 
Total 11,881,643 100 12,281,054 

United States 

% of 
1990 Total 

% of 
Total Total (est) Age 

0-24 
25-44 
45-64 
65-84 
85 & 
UP 
Total 

Source: U.S. Dept. of Commerce, Bureau of the Census. 

*2006-2008 American Community Survey 3 year estimates 



The Economy 

Philadelphia's economy is composed of diverse industries, with virtually all classes of industrial 
and commercial businesses represented. The City is a major business and personal service center with 
strengths in insurance, law, fmance, health, education, and utilities. 

The cost of living in Philadelphia is relatively moderate compared to other major metropolitan 
areas. The City, as one of the country's education centers, offers the business community a large, diverse, 
and industrious labor pool. 



Atlanta 
Chicago 
Dallas 
Denver 
Houston 
Los Angeles 
New York 
Philadelphia 
Phoenix 
Portland 
San Francisco 
St. Louis 
Tampa 
Washington, 
D.C. 

November 
2006 
20.56 
22.97 
16.47 
20.37 
19.52 
22.59 
62.07 
22.96 
26.19 
22.4 1 
31.11 
21.75 
21.13 
43.58 

Table 15 
Office Rental Rates in Cities 

Throughout the United States 

(lo $ Per Square Foot) 

November 
2008 
21.23 
24.78 
23.72 
27.55 
26.83 
30.51 
98.08 
25.26 
29.17 
27.62 
48.57 
22.42 
26.22 
51.26 

November 
2009 
2 1 .O3 
24.82 
23.12 
25.96 
26.35 
28.72 
68.93 
24.09 
26.72 
26.65 
33.94 
22.51 
26.39 
5 1.74 

Source: CB Richard Ellis, Global Market Rents Report; Global Marketview: Office Occupancy Costs Report. 
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Employment 

The employment and unemployment rates and the total number of jobs within the City are 
reflected in Tables 16 and 17, respectively. 

The employment changes within the City principally have been due to declines in the 
manufacturing sector and the relatively stronger performance of the service economy. The City's and 
region's economies are diversified, with strong representation in the health care, government, and 
education sectors but without the domination of any single employer or industry. 

In March 2000, the Philadelphia Authority for Industrial Development ("PAID") took ownership 
of more than 1,000 acres at the site of the former Philadelphia Navy Shipyard, Naval Station, Naval 
Hospital and Defense Supply Center and has begun to implement aggressive redevelopment activities. To 
date, at least 47 companies have leased or purchased in excess of 2 million square feet of facilities at the 
complex, now known as the Philadelphia Naval Business Center ("PNBC"). In addition to this 
employment, the Navy has retained more than 2 million square feet of facilities. Together, the private and 
Navy facilities employ more than 7,000 people. Long term plans call for more than 10 million square feet 
of industrial and commercial space at PNBC, with employment targeted between 15,000-20,000. 

Table 16 
Labor Force Data Annual Average 

Based on Residency (not seasonally adjusted) 

Philadelphia (000). 
Labor Force 
Employment 
Unemployment 
Unemployment Rate (%) 

Philadelphia PMSA (000)'' 
Labor Force 
Employment 
Unemployment 
Unemployment Rate (%) 

Pennsylvania (000) 
Labn Force 6,145.0 6,197.0 6270.0 6,309.0 6330.0 6,441.0 6,414.0 6,463 
Employment 5,796.0 5,860.0 5,958.0 6,022.0 6,055.0 6,099.0 5,895.0 5,879 
Unemployment 349.0 337.0 312.0 286.0 275.0 342.0 519.0 591 
Unemployment Rate (%) 5.7 5.4 5.0 4.5 4.3 5.3 8.1 9.1 

United States (000,000) 
Labor Force 146.5 147.4 149.3 151.4 153.1 154.3 154.1 154.4 
Employment 137.7 139.3 141.7 144.4 146.0 145.4 139.9 139.4 
Unemployment 8.8 8.1 7.6 7.0 7.1 8.9 14.3 14.9 
Unemployment Rate (%) 6.0 5.5 5.1 4.6 4.6 5.8 9.3 9.7 

Source: Center for Workforce Information and Analysis, PA Dept of Labor and Industry, 2010. 

* Philadelphia County 
** The Philadelphia PMSA includes Philadelphia-Camden-Wilmingto& PA, NJ, DE, MD Metro Stat Area. 



January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

Table 17 
Philadelphia County 

Total Monthly Employment and Monthly Unemployment Rates 
Based on Residency 

2004 - 2010 

Total Employment in 000's Unemployment Rate % 

574.8 574.9 578.9 583.4 577.8 563.8 
573.5 576.3 579.8 582.0 576.5 561.6 
572.2 576.4 579.2 582.7 571.6 560.1 
574.4 576.4 576.2 586.0 571.1 560.4 
576.2 576.5 575.4 584.4 569.0 N/A 
574.7 577.7 578.3 583.3 567.4 N/A 
577.2 575.6 579.4 582.4 566.0 NIA 
575.8 577.0 578.9 582.6 563.1 N/A 
576.6 576.8 579.2 582.0 560.4 NIA 
576.0 577.8 578.6 582.2 557.5 NIA 
575.7 577.2 581.8 579.1 560.0 NIA 
578.8 578.5 580.4 578.3 559.3 N/A 

Month - 2004 2005 2006 2008 2009 2010 

Source: Center for Workforce Information and Analysis, PA Dept of Labor and Industry, June 2010 (monthly) 
Seasonally Adjusted Labor Force), Philadelphia Counry. 

2004 2005 2006 2007 2008 2009 2010 



Total Non-Farm 
Natural Resources, 
Construction & Mining 
Manufacturing 
Trade, Transportation & 
Utilities 
Information 
Financial Activities 

Professional & Business 
Services 
Education & Health 
Leisure & Hospitality 

Other Services 
Government 

Table 18 
Philadelphia City 

Non-Farm Payroll Employment* 

(Amounts in Thousands) 

Source: Bureau of Labor Statistics, March 2010. 
* Includes persons employed within the City, without regard to residency. 



Table 19 
City of Philadelphia 

Principal Employers in Philadelphia 
June 30,2009 

(Listed Alphabetically) 

Albert Einstein Medical 

Children's Hospital of Philadelphia 

City of Philadelphia 

School Dismct of Philadelphia 

Southeastern Pennsylvania Transportation Authority 

Temple University 

Thomas Jefferson University Hospitals 

United States Postal Service 

University of Pennsylvania 

University of Pennsylvania Hospital 

Source: Philadelphia Department of Revenue 

Table 20 
Fortune 500 

Largest Corporations 
With Headquarters in Philadelphia, 2010 

Cor~oration T v ~ e  of Industry Rankinq Revenues 

Comcast Telecommunications 59 $35,756.0 

Sunoco Petroleum Refining 78 $29,630.0 

Cigna Health Carellnsurance 129 $18,414.0 
ARAMARK Diversified Outsourcing Services 189 $12,297.9 
Crown Holdings Metal Products 289 $7,938.0 

Source: Fortune Magazine website, May 2010. 



Income 

The following table presents data relating to per-capita income for the City, the PMSA, and the 
United States. 

Table 21 
Consumer Price Indices and Median Household Effective Buying Income 

CPLLl United States ('I 172.2 179.9 184.0 188.9 195.3 201.6 207.3 215.3 214.5 
CPL U Philadelphia 
PMSA'~' 176.5 184.9 188.8 196.5 204.2 212.1 216.7 224.1 225.1 
Buvin~  income@' 
Philadelphia $31,621 $29,995 $28,015 $28,150 $29,269 $30,748 $31,292 $30,746 $31,110 
Philadelphia Metro Area' $47,152 $43,800 $41,820 $42,852 $44,060 $45,395 $46,413 $46.900 $47,580 
United States $37,233 $38,365 $38,035 $38,201 $39,324 $39,324 $40,710 $41,792 $42,303 

 tatis is tic is a measure of the Philadelphia, Camden & Wilmington Metropolitan Area. 

Source: (a) Consumer Price Index - All Urban Consumers. US. Bureau of Labor Statistics 
(b) Sales & Marketing Management's 2009 Survey of Buying Power. 
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Income 

Under $9,999 
$1 0,000-14,999 
$15,000-24,999 
$25,000-49,999 
$50,000 and 
over 

Total 

Table 22 

Number of Households by lncome Range in Philadelphia County 

Number of ~ouseholds* Percentage of Households' 
1990 2000 2006-2008" 1990 2000 2006-2008" 

(est) (est) 

.. A household includes all the persons who occupy a housing unit. 
2006-2008 American Community Survey 3 year estimates 

Source: US. Department of Commerce, Bureau of the Census. 

Number of Households by lncome Range in United States 

Number of Households 

Income 1990 

Under $9,999 14.214 
$10,000-14,999 8,133 
$15,000-24,999 16,124 
$25,000-49.999 3 1,003 
$50,000 and over 22.519 

Total 91,994 

(OOO's) Percentage of Households 
2000 2006-2008* 1990 2000 2006-2008* 

(est) (est) 

10,067 8,046 15.5 9.5 7.2 
6,657 6,140 8.8 6.3 5.5 

13,536 11,921 17.5 12.8 10.6 
30,965 27,850 33.7 29.3 24.8 
44.312 58.429 - 24.5 42.1 - 52.0 

105,537 112,386 100.0% 100.0% 100.0% 

'2006-2008 American Community Survey 3 year estimates 

Source: US. Department of Commerce, Economics and Statistics Administration, 2000 Census of Population. 
Figures may not add up due to rounding. 
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Retail Sales 

The following table reflects taxable sales for Philadelphia fiom Fiscal Years 1997 to 2009 

Table 23 
Philadelphia 

Taxable Retail Sales 1997-2009 
(Sooo's) 

Fiscal Year Taxable Sales 

1997 9,637,833 
1998 8,276,083 
1999 9,604,970 
2000 10,432,800 
2001 11,107,100 
2002 10,980,914 
2003 10,933,524 
2004 11,172,231 
2005 12,001,439 
2006 12,839,137 
2007 13,643,582 
2008 13,704,958 
2009 13,211,446 

Source: Figures determined by dividing the Philadelphia local sales tax reported by the Pennsylvania 
Department of Revenue by the local sales tax rate of 0.01. 

Transportation 

The residents of the City and surrounding counties are served by a commuter transportation 
system operated by SEPTA. This system includes two subway lines, a network of buses and trolleys, and 
a commuter rail network joining Center City and other areas of the City to the airport and to the 
surrounding counties. A high speed train line runs from southern New Jersey to Center City and is 
operated by the Delaware River Port Authority. An important addition to the area's transportation system 
was the opening of the airport high speed line between Center City and the Philadelphia International 
Airport in 1985. The line places the airport less than 25 minutes from the Center City business district 
and connects directly with the commuter rail network and the Convention Center, which opened in 
June 1993. The opening of the commuter rail tunnel in 1984 provided a unified City transportation 
system linking the commuter rail system, the SEPTA bus, trolley, and subway lines, the high speed line to 
New Jersey, and the airport high speed line. 

Amtrak, SEPTA, Norfolk Southern, CSX Transportation, Conrail and the Canadian Pacific 
provide intercity commuter and freight rail services connecting Philadelphia to the other major cities and 
markets in the United States. More than 100 truck lines serve the Philadelphia area. 

The City now has one of the most accessible downtown areas in the nation with respect to 
highway transportation by virtue of I 95; the V i e  Street Expressway (I 676), running east-to-west 
through the Central Business District between I 76 and 1 95; and the "Blue Route" (I 476) in suburban 
Delaware and Montgomery Counties which connects the Pennsylvania Turnpike and I 95 and thereby 
feeds into the Schuylkill Expressway (I 76) and thus into Center City Philadelphia. 



The Philadelphia International Airport (PHL) and Northeast Philadelphia Airport (PNE) comprise 
the Philadelphia Airport System (the "Airport System"). The Airport System is owned by the City of 
Philadelphia and is operated by its Division of Aviation. PHL is located 7.2 miles southwest of Center 
City; and PNE, a smaller reliever airport, is located 10 miles northeast of Center City. PHL is accessible 
from major highways within the City and from surrounding communities and SEPTA'S Airport rail line. 
PHL provides its passengers with service on 10 domestic carriers, four of which also provide international 
service, along with four foreign flag carriers. In addition, PHL currently has 18 regional carriers and 
three all-cargo camers. PHL serves as a key connecting hub for US Airways. 

Water and Wastewater Systems 

The water and wastewater systems of Philadelphia are owned by the City and operated by the 
City's Water Department. The water system provides water to the City (130 square mile service area), to 
Aqua Pennsylvania, Inc., formerly Philadelphia Suburban Water Company, and to the Bucks County 
Water and Sewer Authority. The City obtains approximately 58 percent of its water from the Delaware 
River and the balance from the Schuykll River. The water system serves approximately 480,000 retail 
customer accounts through 3,137 miles of mains, three water treatment plants, 15 pumping stations and 
provides fue protection through more than 25,000 fire hydrants. 

The wastewater system services a total of 360 square miles of which 130 square miles are within 
the City and 230 square miles are in suburban areas. The total number of retail customer accounts is 
approximately 479,000. The wastewater and stormwater systems contain three water pollution control 
plants, a biosolids processing facility, 21 pumping stations, and approximately 3,657 miles of sewers. 
Based on its current NPDES discharge permit, the City is required to achieve effluent limitations that are 
considered more stringent than those required to achieve secondary treatment levels as defined in the 
Federal Water Pollution Control Act, as amended. 

Municipal Solid Waste Disposal 

The City is responsible for collecting solid waste, including recycling, from residential 
households and some commercial establishments. On average, approximately 2,800 tons of solid waste 
per day is collected by the City. Municipal solid waste is disposed of through a combination of recycling 
processing facilities, private and City transfer stations within the City limits, and at various landfills 
operated outside the City limits. The City significantly reduced its waste disposal costs over the last 
decade. The current disposal contract, which began July 1, 2005, continues this trend. With three one- 
year City options, the contract can be extended through Fiscal Year 2012. Disposal rates escalate at a 
relatively low rate of approximately three percent per year over the contract term, and multiple vendors 
maximize operational flexibility and efficiencies. 
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Housing 

The table below shows details related to Philadelphia County and Pennsylvania's housing 
markets: 

Table 24 
Characteristics of Housing Units 

Total Housing Units 
Philadelphia County 
Pennsylvania 
Percent Owner-Occupied 
Philadelphia County 
Pennsylvania 
Median Value of Owner-Occupied Housing 
Philadelphia County 
Pennsylvania 
NumberIAverage Persons per Housing Unit 
Philadelphia County 
Pennsylvania 

Source: US.  Department of Commerce, Bureau of the Census. 
*2006-2008 American Community Survey 3 year estimates. 

Promoting Economic Development 

Mission 

The goal of the City's economic development strategy is to create, maintain, and develop: (1) 
jobs by fostering an improved business environment; (2) increases in population; and (3) enhanced quality 
of life within the City of Philadelphia-all in order to grow the City's tax base. 

Background 

In 2009, despite a slowing national economy, the City of Philadelphia aggressively launched 
several programs aimed at improving economic development. By reorienting its economic development 
priorities toward promoting transparency and accountability in government services to businesses and 
individuals, Philadelphia will strive to become the business location of choice. This new business 
climate, combined with recent cultural additions, neighborhood reinvestment and a renewed sense of civic 
pride, will further Philadelphia's position as a world-class city. As part of its economic recovery strategy, 
the City continues to pursue funds appropriated by the American Recovery and Reinvestment Act, which 
will be used to leverage major economic development projects, and thereby enhance the City's 
competitive position among major U.S. urban markets. 

Pbiadelpbia's Competitive Advantages 

Philadelphia's competitive advantages as a business location are based on size, saategic location, 
relative affordability, cultural and recreational amenities, and its growing strength in key knowledge 
industries. The City of Philadelphia is the fifth-largest city in the nation (2000 US. Census Data) with 



the third largest downtown population and is at the center of the sixth largest metropolitan region. The 
Philadelphia region includes the fourth largest retail sales market in the nation, as well as a diverse 
network of business suppliers and complementary industries. 

Accessibility 

Philadelphia is in a key position to access regional and international markets, due to the 
transportation infrastructure centered here, including Philadelphia htemational Airport, AMTRAK's 
Northeast Comdor service, major interstate highway access, regional SEPTA service and the port. The 
capacity of Philadelphia's transportation infrastructure is demonstrated by its median commuting time, 
which is 19 percent lower than the national metropolitan average. Recent analysis has shown that 
employees also benefit: Commuters to suburban tirms, nearly all of whom drive to work, spend over 
$6,200 per year in vehicle expenses. By contrast, 70 percent of downtown office workers use public 
transit to get to work, and the annual cost of a SEPTA regional rail pass is just $2,172. h addition, 37% 
of downtown residents walk to work, the highest percentage of any major American city. Another 1.6% 
of Philadelphia commuters use bicycles to get to work. This is the highest percentage of biking 
commuters in the U.S., which is nearly three times the national average (2008 American Community 
Survey, http://blog.bicyclecoalition.org/2009~. 

Culture 

As a major urban center with a rich historical legacy, Philadelphia is increasingly gaining national 
recognition for its cultural and recreational advantages, which include the many tourism assets 
concentrated within city limits. Landmarks such as Independence National Historical Park, the 
Philadelphia Art Museum, and the Kimmel Center for the Performing Arts, as well as recent 
developments, such as the construction of the Barnes Foundation Museum and the National Museum of 
American Jewish History, are increasingly drawing national attention. The development of new first- 
class sports facilities, as well as continued access and development along the City's Delaware and 
Schuylkill River waterfronts, adds to this array. 

Affordability 

Philadelphia remains affordable when compared to its peers, as reflected in the chart below. The 
City's cost of living provides a competitive advantage over neighboring cities. In 2008, Forbes Magazine 
listed Philadelphia among the twenty best cities for young professionals to live, noting that college 
graduates are increasingly choosing Philadelphia over traditionally higher priced northeastern markets 
like Boston and New York. 

Cost of Living 2010 (Fist ~uarter)' 

National 
Average 

I I I 

Index Washington-Arlington 
- Arlington, DC-VA 

Philadelphia, 
PA 

100.0 
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Educational Attainment 

Philadelphia captures a significant portion of the region's educational employment and 
enrollment because of its major colleges and universities. The City houses 40 percent of all students 
during their studies, and the Philadelphia region retains a strong share of its graduates (55 percent) and an 
even greater share of graduates who are originally from the region (82 percent). The region retains 26 
percent of non-native graduates, based on a survey of the class of 2005. On average, the region's 
workforce over age 25 is better educated (with four-year college degrees) than those in other metropolitan 
areas across the U.S. (32 percent, compared to 27 percent). Meanwhile, the City consistently ranks 
among the lowest educational attainment rates in the nation, with only 20.7 percent of its population 
having obtained a four-year college degree (American Community Survey data, 2006). To reverse this 
trend, the Nutter administration has made it a priority to leverage the City's relationships with local 
universities and industry partners aimed at encouraging recent college graduates to maintain permanent 
residence and employment within the city. 

Real Estate Market 

Despite challenges in the national economy, Philadelphia's central business district ("CBD"), 
which encompasses 42.1 million rentable square feet, shows stable office market conditions when 
compared with other major metropolitan markets. The strength of the market is driven by the continued 
expansion of the city's major healthcare and educational institutions, which are less likely to be impacted 
by the slowdown, and the growth of Comcast Corporation. Recent developments in the financial services 
market offer both retention risks and attraction opportunities for Philadelphia. Significant downsizing 
among law f m  and other professional services businesses pose the greatest challenge to the office 
market. 

The Center City oftice market has seen positive results in most recent years, with 1 million square 
feet of net absorption in 2006, 992,000 square feet in 2007 and approximately 876,000 square feet of 
positive net absorption in 2008. Unfortunately, the economic slowdown has begun to have an effect, 
dropping the Class A net absorption rate for 2009 to approximately -190,160. Likewise, while 
Philadelphia's CBD boasted a direct vacancy rate of under 9% for six quarters in a row as of the first 
quarter of 2009, this rate has risen to 10.5% by the end of 2009 - still well below the national average, 
which climbed to 15.8% as of December 2009. Despite these downturns, Philadelphia's CBD shows signs 
of economic recovery and confidence is returning to the market. 

In its Winter 2009 market forecast, Cushman and Wakefield named Philadelphia, among four 
major metropolitan markets (also including Boston, MA, Washington, DC, and Seattle, WA) that ''will be 
in a recovery-ready mode in 2010." A positive sign of recovery is reflected in accelerating rental activity 
in the CBD, which in the first quarter of 2010 showed a 67% increase over the first quarter of 2009 
activity. As a result of building owners making substantial capital investments and a high demand for 
'trophy' locations, , Class A asking rental rates in the CBD have risen from $25.85 in 2006 to $27.08 per 
square foot through the first quarter of 2010. A concerted attraction and retention campaign involving the 
combined efforts of the City, PIDC, the Center City District, the Greater Philadelphia Chamber of 
Commerce, and the Commonwealth has helped to sustain these positive trends. 

Amidst the national slowdown in real estate, Philadelphia's single-family property market 
remains consistent but is showing some signs of strain due to threats of increased foreclosures and a 
stagnant buyers market. However, the rental real estate market continues to he positioned favorably. 
Unburdened by a glut of speculative multifamily projects outstripping tenant demand, Philadelphia has 
maintained a low apartment vacancy rate and has fared well when compared to other regions. 



Major Industry Sectors 

When compared to the average sector concentration in Pennsylvania counties, Philadelphia has a 
higher concentration of employment in six sectors, as noted in the chart below. 

Philadelphia Industry Concentrations Compared to Pennsylvania 

Industry Pennsvlvania Pbiladel~hia County 

Education and Health Services 0.52 2.23 
Financial Activities 0.80 1.24 
Other Services 0.93 1.07 
Professional and Business 
Services 0.75 1.33 
Leisure and Hospitality 0.95 1.05 
Information 0.94 1.06 
Trade, Transportation, and 
Utilities 1.54 0.69 
Manufacturing 2.54 0.39 
Constmction 2.35 0.43 
Unclassified 0.50 0.02 
Natural Resources and Mining 0.55 0.00 

Source BLS 2008 Location Quotient, Quarterly Census of Employment and Wages Dafa. Ratio ofanalysis- 
indushy employment in the analysis area to bnse-indusny employment in the analysis area divided by the ratio of 
analysis-induvny employment in the bnse area to base-indurny employment in the base area. 

Philadelphia has maintained an above-average concentration of employment in Education and 
Health Services, Financial Activities, Other Services, Professional and Business Services, Leisure and 
Hospitality as well as Information Services. The employment base has undergone a gradual shift over the 
last decade, most notably marked by growth in leisurehospitality and educationhealth services sector 
employment. 
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Employment 

Despite a continued rise in unemployment over the past year, the overall gap between local and 
national unemployment has shrunk moderately due to deteriorating market conditions brought on by the 
nation's f a c i a l  crisis. 

National, State and Local Unemployment Rates: 1997-2010 

Year - 
1997 
1998 
1999 
2000 
200 1 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010"' 

Philadelohi 
6.8% 
6.2% 
6.1% 
5.6% 
6.1% 
7.3% 
7.5% 
7.3% 
6.7% 
6.3% 
6.0% 
7.2% 

10.2% 
11.3% 

% Difference 
between U.S. and 

Philadelohin 
1.9% 
1.7% 
1.9% 
1.6% 
1.4% 
1.5% 
1.5% 
1.8% 
1.6% 
1.7% 
1.4% 
1.4% 
0.9% 
1.4% 

Source: Bureau of Labor Statistics (BLS).ZOI 0. 

"' Preliminary estimates based on data reported to BLS, January -April 2010. 
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The jobs report is mixed. As reflected in the chart below, total employment has generally trended 
upwards in particular sectors (i.e. Education 1 Healthcare, and Leisure / Hospitality) over the entire period 
shown, while overall growth decreased slightly in 2009 and continues to be sluggish. 



Cluster Employment Data: City of Philadelphia 
2003-2010 (in thousands) 

Source: Burem oflobor Statistics. 2010. 
Preliminary estimates based on data reported to BLS. January -April. 2010. 

Knowledge Industry: Poised for Growth 

The sector of Philadelphia's economy which has remained most insulated from the current 
recession has been Education and Health Services, capturing an 11.9 % growth rate since 2003. The City, 
in its strategic plan for economic development and job growth, has identified the "Eds and Meds", along 
with Professional and Business Services, and Leisure and Hospitality, as targeted growth sectors that will 
drive the City's recovely process and position it for continued long-term growth. 

The Education sector not only provides stable support to the local economy, but also generates a 
steady supply of potential "Knowledge industry" workers. In the knowledge industry, which relies on the 
supply of new college graduates, companies apply emerging technologies to deliver high-quality, 
knowledge-based services. The knowledge industry includes sectors as diverse as financial services. 
engineering, health care, insurance, law, life sciences, printing, publishing, and academia. In a 2009 
report published by the Milken Institute, the Greater Philadelphia region's life sciences industry earned 
the number one ranking of the study's "current impact" category by directly employing 94,400 workers 
and generating $7.7 billion in direct revenue in 2008. These advantages equip Philadelphia and the region 
to continue to build its knowledge industries. 

While Philadelphia has a strong core of knowledge-based industries, the City must capitalize on 
these advantages to ensure future growth and dynamism. Within the knowledge economy is another 
sector of great importance to Philadelphia and the region, the life sciences, which includes health care, 



research, biotechnology, and pharmaceuticals. Philadelphia is capitalizing on the region's opportunity to 
become an incubator for research generated by life sciences and educational institutions. Several sites 
now foster incubator opportunities, including the Philadelphia Navy Yard, the Science Center in West 
Philadelphia, and the west bank of the Schuylkill River bordered by the University of Pennsylvania, 
Children's Hospital of Pennsylvania and Drexel University. 

Philadelphia's economy enjoys a large market share of for-profit creative industry companies 
which are technology-driven, known as businesses representing the "creative economy." A subset of the 
knowledge industry, the sector includes architecture, communications, design and merchandising, digital 
media, engineering, fashion design, graphic arts, information technology, interior and industrial design, 
marketing, music, film and video production, multimedia design, photography, planning product design 
and software development. Philadelphia supports several initiatives with the goal of increasing 
employment in this sector and fostering population growth in the City as a result. Philadelphia's 
population has increased 1.5% since 2000 according to a recently published challenge to the U.S. Census 
Bureau's 2009 estimate. The City's official population is now recorded as 1,540,351. 

Philadelphia International Airport 

Philadelphia International Airport served 30.7 million passengers, including 4.1 million 
international travelers, in calendar year 2009. In 2009, PHL ranked eighteenth in the nation in terms of 
total passengers and is presently the eleventh busiest in the world for aircraft operations, according to data 
reported by Airports Council lntemational North America. The regional economic impact of the Airport 
is $14 billion annually. PHL opened a new commuter terminal in 2001, a new international terminal in 
May 2003, completed the extension of Runway 17-35 to increase airfield capacity in December 2008, and 
recently completed two major phases of a $300 million Terminal D-E renovation and expansion project, 
which included a new 14-lane security checkpoint and ten new food and retail shops that opened in 
December 2008, and expansion of Concourse E, which added seven gates and a food court in February 
2010. 

In 2005, the Airport issued three series of Auport Revenue Bonds which included $125 million in 
fixed-rate Series 2005A bonds, $41 million in variable-rate Series 2005B bonds and $189.5 million in 
variable-rate Series 2005C bonds. Proceeds of the 2005A and B bonds have enabled the Airport to 
undertake critical infrastructure projects, such as expansion of Terminals D and E, improvements to 
Terminal A East, expansion of security checkpoints at Terminals B and C, and resurfacing of Runway 
9R-27L. Proceeds of the 2005C bonds were used to refund the Airport's Series 1995A revenue bonds. 

In August of 2007, the City issued the 2007A Bonds and the 2007B Bonds. Proceeds from the 
2007A Bonds provide funding for several new capital projects including international terminal gate 
expansion, design work for the expansion of Terminal F, design of a new in-line baggage system for 
Terminal BK, and an infrastructure improvement program. The 2007B Bonds refunded the Series 1997B 
Anport Revenue Bonds. 

In April 2009, the City issued the fixed rate 2009A Bonds. Proceeds from the 2009A Bonds were 
used to refund the Airport's variable-rate Series 2005B, which are described above. 

Philadelphia Industrial Development Corporation 

Philadelphia Industrial Development Corporation ("PIDC") is a private, not-for-profit 
Pennsylvania corporation, founded in 1958 by the City of Philadelphia and the Greater Philadelphia 
Chamber of Commerce to promote economic development throughout the City. The many programs 
provided by PIDC include (i) direct mortgage funding in a subordinate position at reduced interest rates 



for fixed asset improvement to companies who intend to build or expand in Philadelphia; (ii) tax-exempt 
bond financing to eligible borrowers through the Philadelphia Authority for Industrial Development 
(PAID); (iii) offering of fully improved parcels of land for sale in more than a dozen designated industrial 
parks and districts across the City; and (iv) offering of development assistance and project management to 
a range of Philadelphia's development and non-profit corporations. 

Financing Programs 

PIDC offers a variety of Financing Programs to assist economic development for all segments of 
the Philadelphia market. Primary categories include: 

PIDC Loan Programs: Largely funded by federal, state, and local government sources, PIDC 
loan programs generally offer subordinated financing and below-market rates which encourage 
investment in Philadelphia. Specific terms and uses vary and may cover infrastructure costs, land 
acquisition, building construction, machiery/equipment purchase, or working capital. During 2009, 
PIDC settled 38 loan transactions and provided approximately $159 million of funding to projects valued 
at $1.18 billion. 

PAID Bond Program: PIDC also manages the Philadelphia Authority for Industrial 
Development (PAID). PAID issues, as a conduit, tax-exempt bonds for qualified manufacturing and not- 
for-profit and other projects. PAID is also a conduit for taxable issues. During calendar year 2009, PAID 
settled 12 bond issues for $153.7 million in financing and total project costs of $157.8 million. 

Real Estate Services 

On behalf of the City of Philadelphia, PIDC is responsible for acquiring, improving and selling 
industrial and commercial land in strategic locations throughout the City. Over the years, PIDC has 
successfully leveraged economic development on more than 2,000 acres of such land. 

Industrial Land: PIDC parcels are competitively priced, zoned for immediate development, 
environmentally clean, and fully improved with roads and utilities. Many of these sites are 
located in established Northeast, West, and Southwest Philadelphia industrial park settings 
with excellent access to transportation and workforce. Others are situated in redeveloping 
commercial neighborhood comdors. 

Most of PIDC's properties are in designated incentive areas, which include specific 
entitlements to tax abatements, low interest loans and other benefits. Of particular note are 
the Keystone Opportunity Zones (KOZs), which abate business taxes for varying terms. 

0 Public Property Sales: In 2005, PIDC entered into an agreement with the City's 
Department of Public Property to market the City's surplus real estate throughout 
Philadelphia. Due to the poor economic climate, PIDC completed 1 transaction in 2010 
with a sale price of $165,000. Since this effort began, PIDC has completed the sale of 
29 properties resulting in approximately $14.7 million for the City's General Fund. PIDC 
recently issued an RFP for the existing City-owned Family Court property located at 1801 
Vine Street for re-development. As this is still an active facility, settlement on this 
transaction is not expected for 2 to 3 years. 

o Developer Selection: When demand is present, PIDC also manages developer selection 
and sales of key real estate assets utilizing conventional RFQiRFP methodology. 
Currently, PIDC is developing a handful of RFQRFP documents for sites that are likely to 
be in demand when the real estate market rebounds. 



0 In summary, PLDC closed 2 land sales, totaling 30 acres in the h t  half of 2010. This 
level of activity is consistent with 2008 and 2009 levels and represents the impacts of the 
overall slowdown in the national and regional economy. Since 2009, PIDC worked along 
with the City of Philadelphia's Commerce Department and the City Planning Commission 
to conduct a study of Philadelphia's industrial land inventory, characteristics, and projected 
demand to develop a new industrial land policy to serve as a guide for the nature, location 
and scale of industrial land acquisition and development for the foreseeable future. The 
study is anticipated to be completed in summer 2010. 

0 Due to the weakness in the real estate market, PIDC is seeking opportunities to purchase 
distressed or underutilized industrially-zoned sites to replenish the City of Philadelphia's 
inventory of publicly controlled industrial land. PIDC recently settled on the acquisition of 
a 20-acre cleared industrially-zoned site which it will begin to market for private 
development. PIDC is negotiating acquisitions of additional industrially-zoned sites, which 
if successful, would settle in 2010. 

The Navy Yard 

During the past decade, the United States Department of Defense has downsized significantly in 
the Philadelphia area, resulting in substantial excess real estate in the City. PlDC is responsible for 
converting these former military properties to civilian use, and many of the dispositions realized during 
2003-2006 included development sites 6om this portfolio. 

Located on the Delaware River at the south end of Broad Street, The Navy Yard is the largest 
former Defense Department asset, with 1,000 acres and 6.5 million square feet of existing industrial and 
office space. Since the ownership transfer in March 2000, PIDC has been responsible for planning, 
operations and development of this massive property. 

Initial emphasis was on upgrading roads and utilities systems with over $25 million of 
infrastructure investment. Development of the Aker Philadelphia Shipyard, a $300 million state-of-the- 
art facility, was funded by federal, state, and local sources. Successful leasing and development efforts 
have resulted in more than 90 companies and three Navy operations occupying more than 5.5 million 
square feet of space and employing more than 8,000 people. In September 2004, PIDC and the City 
released an updated Navy Yard Master Plan, which focuses on mixed use development on 400 acres east 
of Broad Street and envisions over $2 billion of private investment in office, research, retail, residential, 
and recreational projects. To date, major progress was achieved in implementation of the Master Plan: 

0 Industrial Anchors: The Navy Yard continues to be a vital industrial and manufacturing 
center, with the Aker Philadelphia Shipyard as a major anchor activity. Aker employs 1,300 
in its commercial shipbuilding operation and is in the midst of $2 billion worth of ship orders. 

This robust activity also supports a number of supplier and related industrial and manufacturing 
companies located at The Navy Yard. The US Navy also retains significant industrial facilities to support 
its foundry and propeller shop with nearly 800 employees. Building on the skilled workforce and range 
of industrial supplier companies located at The Navy Yard, an affiliate of Boston Ship repair leases a dry- 
dock, pier and related facilities to support commercial and military ship repair activity. Tasty Baking 
Company's new 350,000 SF bakery and distribution center at The Navy Yard became fully operational in 
2010. This facility, along with an additional 200,000 SF of speculative flex and industrial space, is being 
developed in the Navy Yard Commerce Center by Liberty Property Trust and Synterra Partners. 



Navy Yard Corporate Center: In 2003, PIDC selected a team led by Liberty Property Trust 
and Synterra Partners to develop 72 acres with 1.4 million square feet of Class A 
office space. LibertyISynterra has developed three buildings, all of which are fully leased: 
(i) a 77,000-square-foot, multi-tenant speculative building which is now 100 percent leased, 
(ii) a 47,000 square foot build-to-suit headquarters for Unique Industries and (iii) a 95,000 
square foot office building completed in the second quarter of 2009 and is now 90% leased 
PIDC and LibertyISyntem are in the pre-development phase for a 125 room hotel and the 
next phase of speculative office construction. 

Additional Corporate Ofice Activity: The Navy Yard's shift fiom a federal, industrial 
property to a private sector business park with corporatelresearch future has defined itself in 
recent years with a combination of headquarters relocations by Vitetta Architects and 
Engineers, Unique Industries, and Barthco International. In 2006, Urban Outfitters, a major 
retailer of clothing, furnishings and accessories completed its $1 15 million corporate campus, 
an award-winning historic conversion of approximately 300,000 SF of former industrial 
facilities. Urban Outfitters has grown their headquarters workforce to more than 1,200 
employees since relocating to The Navy Yard and will complete work on a $20 million, 
50,000 SF expansion in June 2010. Urban retains options on an additional 200,000 SF of 
facilities to support continued expansion at the Navy Yard. 

Research and Development: In addition to the development of general corporate offke 
facilities, The Navy Yard has established an important market segment in technology and 
R&D activity. This activity is anchored by the Naval Ship Systems Engineering Station, an 
1,800 person federal research lab that houses the Navy's premier research organization 
focusing on power, energy, fuel cells, propulsion, IT and systems integration: In order to 
complement and expand this research base, the Commonwealth designated the Navy Yard as 
a Keystone Innovation Zone (KIZ), providing access to variety of state incentives for 
technology development. The KIZ team led by PIDC includes the U.S. Navy, Penn State 
University, the Delaware Valley Industrial Resource Center (DVIRC), the City of 
Philadelphia and the Ben Franklin Technology Partners of southeastern Pennsylvania. 

In 2009, PIDC established the Navy Yard Clean Energy Campus as the identity of Navy Yard 
R&D activity. Early initiatives of the Clean Energy Campus have resulted in Penn State 
establishing a Navy Yard location for its graduate level engineering program; the relocation 
of Ben Franklin Technology Partners' Corporate Office to The Navy Yard; the development 
of the Building 100 Innovation Center by Ben Franklin, DVIRC and PIDC to house early 
stage technology companies focused on power and energy related research; and a cadre of 
12 related companies with offices at The Navy Yard. 

o PIDC and its Navy Yard Clean Energy Campus partners also continue to pursue significant 
federal funding for research, education and commercialization facilities. The Navy has 
commenced development on a new, $20 million energy test center that will be the focus of 
their energy research activity. Penn State was recently awarded $10 million in grants from 
the Department of Energy ("DOE") to establish regional, Mid Atlantic Centers at The Navy 
Yard for Solar Training and Resources, Clean Energy Applications and Smart Grid 
Development. These activities commenced operations in 2010. PIDC, Penn State and nearly 
100 partners have submitted an application to the Department of Energy to support a 
$130 million center for Energy Efficient Buildings at The Navy Yard. DOE'S decision on 
this proposal is expected in fall 2010. 

In 2009, two significant private investments in the Clean Energy Campus were announced. 
The first was the development of a 7-acre, 1.5 mega watt solar array to be developed by a 
partnership of Conergy and Exelon Power Generation. This facility is expected to be under 



construction in the second quarter of 2010. The second project is the development of a 
350,000 SF, $400 million thin film, solar panel manufacturing facility by Heliospehra USA. 
This facility is proposed for a start of construction at the end of 2010 or early 201 1. 

The Navy Yard also supports a significant and growing life sciences community. In 2004, 
AppTec Laboratory Services, a Minneapolis based provider of contract testing and 
manufacturing services to the pharmaceutical sector, developed a new, 75,000 SF office and 
lab facility at The Navy Yard. Established with approximately 40 employees initially, 
AppTec now has more than 260 employees at The Navy Yard. In 2008, WuXi 
Pharmaceuticals acquired AppTec and now houses its North American contract testing 
operation and 200 employees at The Navy Yard. This facility was recently acquired by 
Charles River Laboratories, North America's largest contract manufacturing operation. 
Phoenix IP Ventures, an intellectual property Merchant Bank focused in the life sciences 
area, established its corporate headquarters at The Navy Yard, where it also houses operations 
for its growing base of companies. 

Additional Projects under Construction 

The following table lists additional projects currently under construction in the City for the 
Cityhblic sector. 

Table 25 
Projects under Construction 

Project Estimated Cost 

City Hall Exterior Renovation Project $90,000,000 

Presidents House $8,400,000 

Robin Hood Dell Restoration $5,500,000 

Emergency Standby Generators $4,600,000 

Philadelphia Industrial Correctional Center 
Security Upgrade Project 

Fire Point Source Capture 

Waterworks Esplanade Bulkhead 
Reconstruction 

New Youth Study Center $93,000,000 

Source: Ofice of Budget and Program Evaluation, December 2009 
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[FORM OF OPINION OF CO-BOND COUNSEL] 

Re: $624,665,000 City of Philadelphia, Pennsylvania 
Airport Revenue Bonds Consisting of 
$273,065,000 Airport Revenue Bonds, Series 201 0A (Non-AMT) 
$24,395,000 Airport Revenue Refunding Bonds, Series 200 10B (Non-AMT) 
$54,730,000 Airport Revenue Refunding Bonds, Series 20010C (AMT) 
$272,475.000 Aimort Revenue Refunding Bonds, Series 20010D (AMT) 

To the Purchasers of the Within-Described 201 0 Bonds: 

We have acted as Co-Bond Counsel in connection with the authorization, issuance and 
sale by the City of Philadelphia, Pennsylvania (the "City") of its Airport Revenue Bonds 
consisting of $273,065,000 Airport Revenue Bonds, Series 2010A (Non-AMT) (the "Series 2010A 
Bonds"); $24,395,000 Auport Revenue Refunding Bonds, Series 20010B (Non-AMT) (the "20108 
Bonds"); $54,730,000 Airport Revenue Refunding Bonds, Series 2010C (AMT) (the "2010C 
Bonds"); and $272,475,000 Airport Revenue Refunding Bonds, Series 2010D (AMT) (the "2010D 
Bonds" together with the 2010A Bonds, the 2010B Bonds and the 2010C Bonds, the "2010 Bonds"). 
The 2010 Bonds are being issued under and pursuant to the First Class City Revenue Bond Act 
of the Commonwealth of Pennsylvania, Act No. 234 of October 18, 1972, P.L. 955, as amended 
(the "Act"), and the Amended and Restated General Airport Revenue Bond Ordinance approved 
June 16, 1995 (the "Original Ordinance"), as supplemented and amended, including, by the 
Ninth Supplemental Ordinance approved on July 2, 2008 (the "Ninth Supplemental Ordinance") 
and the Tenth Supplemental Ordinance approved on June 23, 2010 (the "Tenth Supplemental 
Ordinance" together with the Ninth Supplemental Ordinance and the Original Ordinance, the 
"General Ordinance"). The proceeds of the 2010A Bonds are being issued to finance certain 
capital improvements to the Airport System and the proceeds of the 2010B Bonds, the 2010C 
Bonds and the 2010D Bonds are being issued to refund all or a portion of the City's outstanding 
1997A Bonds, 1998A Bonds and 19988 Bond, respectively. Any prepayment of the 1998B 
Bond shall be in an amount that is sufficient and is used to pay a like amount of the Philadelphia 
Authority for Industrial Development Airport Revenue Bond, Series 1998A (the "PAID Bonds"). 
Capitalized terms used herein and not otherwise defined have the meanings ascr~bed thereto in 

the General Ordinance. 

The 2010 Bonds are issued in fully registered form and are dated, are in such denominations, 
bear interest, mature and are subject to redemption prior to maturity as set forth in the form of the 
respective series of 2010 Bonds. -The 2010 ~ o n d s  &e payable as t ~ - ~ r i n c i ~ a l  or redemption price at 
the principal Philadelphia corporate trust office of U.S. Bank National Association (successor fiscal 
ageit to ~ a c h o v i a  B&, ~ational Association) (the "Fiscal Agent"). 
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The 2010 Bonds, together with outstanding issues of Auport Revenue Bonds, Series 2001A, 
Series 2001B, Series 2005A, Series 2005C, Series 2007A, Series 2007B and Series 2009A and aU 
other airport revenue bonds hereafter issued for the purposes and upon the t m  and conditions 
prescribed in the O r d i i c e  are equally and ratably secured to the extent provided in the Ordinance, 
as the case may be, and the Act, by a pledge of Pledged Amounts. In accordance with Section 4.02 
of the Origmal Ordinance and pursuant to the Ninth Supplemental Ordinance and the Tenth 
Supplemental Ordinance, "Pledged Amounts" with respect to the 2010D Bonds also includes 
Passenger Facility Charges. 

As Co-Bond Counsel for the City, we have examined the Act and such Constitutional 
provisions, statutes and regulations of the Commonwealth of Pennsylvania and such other records 
and documents of the City as we deemed necessary for the purposes of this opinion. We have also 
examined the proceedings authorizing the issuance and sale of the 2010 Bonds, including the 
General Ordinance, the Ninth Supplemental Ordinance and the Tenth Supplemental Ord i i ce ;  the 
transcript of proceedmgs filed by the City with the Court of Common Pleas of Philadelphia, together 
with evidence of the filing thereof, and certain statements, certifications, opinions, agreements, 
reports, affidavits, receipts and other documents which we have considered relevant, including, 
without limitation, an opinion of the City Solicitor of the City and a certification of officials of the 
City having responsibility for issuing the 2010 Bonds given pursuant to Section 103 of the Internal 
Revenue Code of 1986, as amended (the "Code"), and regulations promulgated thereunder. We 
have also examined a fully executed and authenticated 201 0A Bond, 2010B Bond, 2010C Bond and 
2010D Bond and have assumed that all other 2010A Bonds, 2010B Bonds, 2010C Bonds and 
2010D Bonds have been similarly executed and authenticated. 

In rendering the opinion set foah below, we have relied upon the genuineness, accuracy and 
completeness of all documents, records, certifications and other instruments we have examined, 
including, without limitation, the authenticity of all signatures appearing thereon. 

On the basis of the foregoing, we are of the opinion that: 

1. Under the Constitution and laws of the Commonwealth of Pennsylvania, 
including the Act, the General Ordinance, the N i  Supplemental Ordinance and the Tenth 
Supplemental Ordinance, the City is authorized to issue the 2010 Bonds, and the terms thereof 
comply with the requirements of the Act, the General Ordinance, the Ninth Supplemental 
Ordinance and the Tenth Supplemental Ordinance. 

2. The General Ordinance, the Ninth Supplemental Ordinance and the Tenth 
Supplemental Ordinance have been duly enacted and the covenants and agreements of the City 
contained therein, including, specifically but not by way of limitation, the pledge of the Pledged 
Amounts, as therein described, constitute legal, valid and binding obligations of the City with 
respect to the 2010 Bonds and are enforceable against the City in accordance with their 
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respective terms except as the enforceability thereof may be limited by bankruptcy, insolvency 
or other similar laws, or by legal or equitable principles affecting creditors' rights generally. 

3. Toe 2010 Bonds have been duly authorized and issued and are valid and binding 
obligations of the City, are enforceable against the City in accordance with their terms and are 
limited obligations of the City, payable solely out of Pledged Amounts, as provided in the 
General Ordinance for the timely payment of the principal thereof, at their respective maturities 
or redemption dates, and the interest thereon when due. 

4. The 2010 Bonds do not pledge the credit or taxing power, nor create any debt or 
charge against the tax or general revenues of the City, nor do they create any lien against any 
property of the City other than the revenues, monies and funds pledged in the General 
Ordinance. 

5. The issuance of the 2010 Bonds does not cause the debt of the City to exceed 
Constitutional debt limitations. 

6 .  Interest (including accrued original issue discount) on the 2010 Bonds is not 
includable in gross income for purposes of federal income taxation under existing statutes, 
regulations, rulings and court decisions, except as to interest on any 2010 Bond during any 
period such 2010 Bond is held by a person who is a "substantial user" of the facilities financed or 
refinanced with the 2010 Bond proceeds or a "related person," as those terms are used in Section 
147(a) of the Code. The opinion set forth in the preceding sentence is subject to the condition 
that the City comply with all applicable federal income tax law requirements that must be 
satisfied subsequent to the issuance of the 2010 Bonds in order that interest thereon continues to 
be excluded from gross income. Failure to comply with certain of such requirements could 
cause the interest on the 201 0 Bonds to be includable in gross income retroactive to the date of 
issuance of the 2010 Bonds. The City has covenanted to comply with all such requirements. 

Interest on the 2010A Bonds is not subject to the alternative minimum tax imposed on 
individuals and corporations. Interest on the 20108 Bonds is not treated as an item of tax 
preference under Section 57 of the Code for purposes of the individual and corporate alternative 
minimum taxes; however, under the Code, such interest on the 2010B Bonds may be subject to 
certain other taxes affecting corporate holders of the 2010B Bonds. Interest on the 2010C Bonds 
and 2010D Bonds is treated as an item of tax preference under Section 57 of the Code for 
purposes of the individual and corporate alternative minimum tax. 

We express no opinion regarding other federal tax consequences relating to the 201 0 Bonds 
or the receipt of interest thereon. 

7. Under the laws of the Commonwealth of Pennsylvania, as enacted and construed 
on the date hereof, the 2010 Bonds, and the interest thereon are free from taxation for state and 
local purposes within the Commonwealth of Pennsylvania, but such exemption does not extend 
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to gift, estate, succession or inheritance taxes or any other taxes not levied or assessed directly 
on the 20 10 Bonds or the interest thereon. 

We express no opinion with respect to, and assume no responsibility for, the accuracy or 
completeness of the Preliminary Official Statement or the Official Statement prepared in respect of 
the offering of the 2010 Bonds, and make no representation that we have independently v&ed the 
contents thereof. 

Finally, we call to your attention that the rights of the holders of the 2010 Bonds and the 
enforceability thereof and of the General Ordinance, the Ninth Supplemental Ordinance and the 
Tenth Supplemental Ordinance may be subject to bankruptcy, insolvency, reorganization, 
moratorium and other laws or equitable principles affecting creditors' rights generally. 
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CONTINUING DISCLOSURE AGREEMENT 

$624,665,000 
CITY OF PHILADELPHIA, PENNSYLVANIA 

Airport Revenue Bonds, Series 2010 

Consisting of 

$273,065,000 Airport Revenue Bonds $54,730,000 Airport Revenue Refunding Bonds 
Series 2010 A (Non-AMT) Series 2OlOC (AMP 

$24,395,000 Airport Revenue Refunding Bonds $272,475,000 Airport Revenue Refunding Bonds 
Series 2OlOB (Non-AMT) Series 2010D (AMP 

This Continuing Disclosure Agreement (this "Disclosure Agreement") is executed and 
delivered as of this - day of November, 2010 by and between the City of Philadelphia, a 
corporation and body politic existing under the laws of the Commonwealth of Pennsylvania (the 
"City") and Digital Assurance Certification, L.L.C., as dissemination agent (the "Dissemination 
Agent"), in connection with the issuance by the City of $624,665,000 Aggregate Principal 
Amount, Airport Revenue Bonds, Series 2010 consisting of $273,065,000 Airport Revenue 
Bonds, Series 2010A (Non-AMT) ("2010A Bonds"), $24,395,000 Airport Revenue Refunding 
Bonds Series 2010B (Non-AMT) ("2010B Bonds"), $54,730,000 Airport Revenue Refunding 
Bonds, Series 2010C (AMT) ("2010C Bonds") and $272,475,000 Airport Revenue Refunding 
Bonds, Series 20 10D (AMT) ("2010D Bonds") (collectively the "20 10 Bonds"). 

The 2010 Bonds are being issued and secured under the provisions of The First Class 
City Revenue Bond Act, P.L. 955, Act No. 234 of the General Assembly of the Commonwealth 
of Pennsylvania approved October 18, 1972 (the "Act"); the Amended and Restated General 
Airport Revenue Bond Ordinance, approved June 16, 1995 (Bill No. 950282), as amended and 
supplemented (the "General Ordinance"), the Ninth Supplemental Ordinance, approved July 2, 
2008 (Bill No. 080525) (the "Ninth Supplemental Ordinance"), the Tenth Supplemental 
Ordinance (Bill No. 100305), approved by the Mayor on June 23, 2010 (the "Tenth 
Supplemental Ordinance" and together with the Ninth Supplemental Ordinance and the 
General Ordinance sometimes hereinafter referred to, collectively, as the "Ordinances"). 
Certain matters concerning the 2010 Bonds have been determined pursuant to the Ordinances by 
the Bond Committee of the City, consisting of the Mayor, the City Controller and the City 
Solicitor ("Bond Committee"), in an authorization for the 2010 Bonds dated [ , 
20101 ("Bond Authorization"). 

In consideration of the mutual covenants, promises and agreements contained herein and 
intending to be legally bound hereby, the parties hereto agree as follows: 

Section 1. Defmitions. 

In this Disclosure Agreement and any agreement supplemental hereto (except as 
otherwise expressly provided or unless the context clearly requires otherwise) terms defined in 
the recitals hereto shall have such meanings throughout this Disclosure Agreement, and, in 
addition, the following terms shall have the meanings specified below: 

VII- 1 



"Auport System" means the Philadelphia International Airport and the Northeast 
Philadelphia Airport, both of which are currently owned by the City and operated by the Division 
of Aviation of the City's Department of Commerce. 

"Annual Financial Information" means the financial information and operating data with 
respect to the Airport System, delivered at least annually pursuant to Section 3 hereof, 
substantially similar to the type set forth in certain sections of the Official Statement as listed in 
Section 3(a)(2) hereof and in Appendix I to the Official Statement. The financial statements 
comprising the Annual Financial Information are prepared according to accounting methods and 
procedures which conform to generally accepted accounting principles for governmental units as 
prescribed by the Governmental Accounting Standards Board. 

"Business Day" or "Business Days" means any day other than a Saturday or Sunday or, 
in the City, a legal holiday or a day on which banking institutions are authorized by law to close 
or a day on which the Dissemination Agent is closed. 

"Disclosure Representative" means the Director of Finance of the City or such other 
official or employee of the City as the Director of Finance shall designate in writing to the 
Dissemination Agent. 

"EMMA" means the Electronic Municipal Market Access system with a portal at 
http://ernrna/mrb.org. 

"Fiscal Agent" means U.S. Bank National Association, as fiscal agent under the Fiscal 
Agent Agreement. 

"Material Event" means any of the events listed in Section 4(a) of this Disclosure 
Agreement, if material within the meaning of the Rule. 

"MSRB" means the Municipal Securities Rulemaking Board. 

"National Repository" means any nationally recognized municipal securities information 
repository now or hereafter designated as such by the Securities and Exchange Commission for 
purposes of the Rule. Pursuant to an amendment to the Rule, effective July 1,2009, EMMA is the 
sole National Repository. 

"Obligated Person" means the City and any airline or other entity using the Auport 
System pursuant to an agreement (for more than one year fiom the date in question) that includes 
debt service on the 2010 Bonds as part of the calculation of rates and charges, under which 
agreement such airline or other entity has paid amounts equal to at least 20% of the Project 
Revenues (as defined in the Ordinances) of the Auport System for each of the two prior Fiscal 
Years of the Airport System. 

"Official Statement" means the City's Official Statement dated [October -, 20 lo] 
relating to the 2010 Bonds. 

"Participating Underwriters" means any of the original underwriters of the 2010 Bonds 
required to comply with the Rule in connection with the purchase and reoffering of the 2010 
Bonds. 



"Registered Owner" or "Registered Owners" means the person or persons in whose name 
a Bond is registered on the books of the City maintained by the Fiscal Agent in accordance with 
the General Ordinance. For so long as the 2010 Bonds shall be registered in the name of the 
Securities Depository or its nominee, the term "Registered Owners" shall also mean and include, 
for the purposes of this Disclosure Agreement, beneficial owners and the owners of book-entry 
credits evidencing a beneficial ownership interest in the 2010 Bonds; provided, however, that the 
Dissemination Agent shall have no obligation to provide notice hereunder to owners of book- 
entry credits in the 2010 Bonds, except those who have filed their names and addresses with the 
Dissemination Agent for the purpose of receiving notices or giving direction under this 
Disclosure Agreement. 

"Rule" means Rule 15~2-12 promulgated by the Securities and Exchange Commission 
under the Securities Exchange Act of 1934, as amended, as such rule may be amended from time 
to time. 

"Securities Depository" means The Depository Trust Company, New York, New York, 
or its nominee, Cede & Co., or any successor thereto appointed pursuant to the Ordinance. 

"State Information Depository" means any public or private repository designated by the 
Commonwealth of Pennsylvania as a state information depository within the meaning of the 
Rule. As of the date of this Disclosure Agreement, there is no State Information Depository. 

All words and terms used in this Disclosure Agreement and defined above or elsewhere 
herein shall have the same meanings as set forth in the Bond Authorization, the Fiscal Agent 
Agreement, if defmed therein, or in the Ordinances, if defined therein. 

Section 2. Authorization and P u r ~ o s e  of Apreement. This Disclosure Agreement is 
authorized to be executed and delivered by the City pursuant to the Ordinances and the Bond 
Authorization in order to enable the Participating Underwriters to comply with the requirements 
of the Rule. 

Section 3. Provision and F i n e  of Annual Financial Information. 

(a) Within 240 days of the close of each fiscal year of the City, commencing with the 
fiscal year ending June 30,2010, the Disclosure Representative shall file with the Dissemination 
Agent Annual Financial Information for such fiscal year. The Dissemination Agent shall file 
promptly upon receipt thereof the Annual Financial Information with EMMA and with the State 
Information Depository, if any, the Annual Financial Information. Such Annual Financial 
Information shall include: 

(1) commencing with the fiscal year ending June 30, 2010, a copy of the 
Comprehensive Annual Financial Report ("CAFR), which contains the audited combined 
financial statements of the City, prepared by the office of the Director of Finance of the City in 
conformance with guidelines adopted by the Governmental Accounting Standards board and the 
American Institute of Certified Public Accountants' Audit Guide, Audits of State and Local 
Government Units; and 

(2) commencing with the fiscal year ending June 30,2010, to the extent such 
information is not contained in the CAFR, an update of the information in the Official Statement 



contained in "THE AIRPORT SYSTEM - Table I History of Applications to Use PFC Revenues," "- 
Table 2 PFC Revenues Through 6/30/10," "-Table 3 Historical Enplaned Passengers," "-Table 4 
Airline Shares of Enplaned Passengers," and "FINANCIAL FACTORS - Table 5 Summary of 
Historical Project Revenues and Expenses of the Airport System City of Philadelphia" and 
Appendix I - "Financial Statements of the Division of Aviation." 

(b) The Annual Financial Information will contain unaudited financial statements if 
audited financial statements are not available. 

(c) The City agrees to use its reasonable best efforts to cause any Obligated Person 
(to the extent such entity is not otherwise required under federal law to do so) to make annual 
financial information available as required by the Rule. The City takes no responsibility for the 
accuracy or completeness of such filings by any Obligated Person. The City's obligations under 
this paragraph are limited to and satisfied by the City's transmitting a notice to such Obligated 
Person that it has become an Obligated Person under this Disclosure Agreement, by enclosing a 
copy of this Agreement and the Rule, and by requesting that such person transmit back to the 
City an acknowledgement and acceptance of such person's obligations under the Rule with 
regard to the 201 0 Bonds. 

(d) The City may provide the CAFR and the Annual Financial Information with 
respect to the Airport System by specific cross-reference to other documents which have been 
submitted to the Repositories or filed with the Securities and Exchange Commission. 

(e) The City reserves the right to modify fiom time to time the specific types of 
information provided and the format of the presentation of such information, to the extent 
necessary or appropriate in the judgment of the City; provided that the City agrees that any such 
modification will be done in a manner consistent with the Rule. The City may, at its option, 
satisfy its obligations by providing an official statement for one or more series of general 
obligation bonds or lease revenue bonds or by specific reference, in accordance with the Rule, to 
one or more official statements provided previously and available fiom the MSRB. 

(f) As soon as audited financial statements for the City are available, commencing 
with the audited financial statements for the fiscal year ending June 30, 2010, the Disclosure 
Representative shall file the audited financial statements with the Dissemination Agent. The 
Dissemination Agent shall file promptly upon receipt thereof the audited financial statements 
with EMMA and the State Information Depository, if any. 

Section 4. Material Events. 

(a) The City agrees that it shall in a timely manner submit to EMMA through the 
Dissemination Agent, and to the State Information Depository, if any, notice of the occurrence of 
any of the following events with respect to the 2010 Bonds if material within the meaning of the 
Rule (each a "Material Event"): 

(I) principal and interest payment delinquencies; 

(2) non-payment related defaults; 



unscheduled draws on debt service reserves reflecting financial 
difficulties; 

unscheduled draws on credit enhancements, if any, reflecting financial 
difficulties; 

substitution of credit or liquidity providers, if any, or their failure to 
perform; 

adverse tax opinions or events affecting the tax-exempt status of the 2010 
Bonds; 

modifications to the rights of the holders of the 2010 Bonds; 

bond calls; 

defeasances; 

release, substitution, or sale of property securing repayment of the 2010 
Bonds; and 

rating changes. 

The foregoing eleven events are quoted from the Rule. No mandatory redemption shall 
be deemed a material event. 

(b) Whenever the City concludes that a Material Event has occurred, the Disclosure 
Representative shall promptly notify the Dissemination Agent in writing of such occurrence, 
specifying the Material Event. Such notice shall instruct the Dissemination Agent to file a notice 
of such occurrence with EMMA and the State Information Depository, if any. Upon receipt, the 
Dissemination Agent shall promptly file such notice with EMMA and the State Information 
Depository, if any. In addition, the Dissemination Agent shall file with EMMA and the State 
Information Depository, if any, notice of any failure by the City or the Dissemination Agent to 
timely file the Annual Financial Information as provided in Section 3 hereof, including any 
failure by the City or the Disclosure Representative to provide the Annual Financial Information 
on or before the date specified in Section 3(a) hereof, no later than noon of the following 
Business Day. 

(c) Notwithstanding the foregoing, the Dissemination Agent shall, promptly after 
obtaining actual knowledge of an event listed in clauses (a)(l), (3), (4), (5), (8) or (9) of this 
Section 4, notify the Disclosure Representative of the occurrence of such event and shall, within 
three Business Days after giving notice to the Disclosure Representative, file notice of such 
occurrence with the EMMA and the State Information Depository, if any, unless the Disclosure 
Representative gives the Dissemination Agent written instructions not to file such notice because 
the event has not occurred or the event is not material within the meaning of the Rule. 

(d) The Dissemination Agent shall prepare an affidavit of mailing for each notice 
delivered pursuant to clauses (b) and (c) of this Section 4 and shall deliver such affidavit to the 
City no later than three Business Days following the date of delivery of such notice. 



(e) The Dissemination Agent shall request the return fiom EMMA, and the State 
Information Depository, if any, of acknowledgement or receipt of any notice delivered to 
EMMA and the State Infonnation Depository, if any. Upon the return of all completed 
acknowledgements of a notice, the Dissemination Agent shall prepare an affidavit of receipt 
specifying the date and hour of receipt of such notice by each recipient to the extent such 
information has been provided to the Dissemination Agent. Such affidavit of receipt shall be 
delivered to the City no later than three Business Days following the date of receipt by the 
Dissemination Agent of the last completed acknowledgement. 

Section 5. Amendment: Waiver. 

(a) Notwithstanding any other provision of this Disclosure Agreement, the City and 
the Dissemination Agent may amend this Disclosure Agreement or waive any of the provisions 
hereof by a writing executed by each of the parties hereto, provided that no such amendment or 
waiver shall be executed by the parties hereto or be effective unless: 

(i) the amendment or waiver is made in connection with a change in 
circumstances that arises from a change in legal requirements, change in law or change in 
identity, nature or status of the Airport System, the City or the governmental operations 
conducted by the City; 

(ii) this Disclosure Agreement, as amended by the amendment or waiver, 
would have been the written undertaking contemplated by the Rule at the time of original 
issuance of the 2010 Bonds, after taking into account any amendments or interpretations 
of the Rule, as well as any change in circumstances; and 

(iii) the amendment or waiver does not materially impair the interests of the 
Registered Owners of the 2010 Bonds. 

(b) Evidence of compliance with the conditions set forth in clause (a) of this Section 
5 shall be satisfied by the delivery to the Dissemination Agent of an opinion of counsel having 
recognized experience and skill in the issuance of municipal securities and federal securities law, 
acceptable to both the City and the Dissemination Agent, to the effect that the amendment or 
waiver satisfies the conditions set forth in clauses (a)(i), (a)(ii), and (a)(iii) of this Section 5. 

(c) Notice of any amendment or waiver containing an explanation of the reasons 
therefor shall be given by the Disclosure Representative to the Dissemination Agent upon 
execution of the amendment or waiver and the Dissemination Agent shall promptly file such 
notice with EMMA and the State Information Depository, if any. The Dissemination Agent shall 
also send notice of the amendment or waiver to each Registered Owner, including owners of 
book-entry credits who have filed their names and addresses with the Dissemination Agent. 

Section 6. Other Information. 

(a) Nothing in this Disclosure Agreement shall preclude the City fiom disseminating 
any other information with respect to the City or the 2010 Bonds, using the means of 
communication provided in this Disclosure Agreement or otherwise, in addition to the Annual 
Financial Information and the notices of Material Events specifically provided for herein, nor 
shall the City be relieved of complying with any applicable law relating to the availability and 



inspection of public records. Any election by the City to furnish any information not specifically 
provided for herein in any notice given pursuant to this Disclosure Agreement or by the means of 
communication provided for herein shall not be deemed to be an additional contractual 
undertaking and the City shall have no obligation to furnish such information in any subsequent 
notice or by the same means of communication. 

(b) Nothing in this Disclosure Agreement shall relieve the Dissemination Agent of 
any of its duties and obligations under the Ordinances or the Bond Authorization, 

(c) Except as expressly set forth in this Disclosure Agreement, the Dissemination 
Agent shall have no responsibility for any continuing disclosure to the Registered Owners, 
EMMA or any State Information Depository. 

Section 7. Default. 

(a) In the event that the City or the Dissemination Agent fails to comply with any 
provision of this Disclosure Agreement, the Dissemination Agent or any Registered Owner of 
the 2010 Bonds shall have the right, by mandamus, suit, action or proceeding at law or in equity, 
to compel the City or the Dissemination Agent to perform each and every term, provision and 
covenant contained in this Disclosure Agreement. The Dissemination Agent shall be under no 
obligation to take any action in respect of any default hereunder unless it has received the 
direction in writing to do so by the Registered Owners of at least 25% of the outstanding 
principal amount of the 2010 Bonds and if, in the Dissemination Agent's opinion, such action 
may tend to involve expense or liability, unless it is also furnished with indemnity and security 
for expenses satisfactory to it. 

(b) A default under the Disclosure Agreement shall not be or be deemed to be an 
Event of Default under the 2010 Bonds, the Ordinances, the Bond Authorization or the Act and 
the sole remedy in the event of a failure by the City or the Dissemination Agent to comply with 
the provisions hereof shall be the action to compel performance described in Section 7(a) above. 

Section 8. Concernine the Dissemination Agent. 

(a) The Dissemination Agent accepts and agrees to perform the duties imposed on it 
by this Disclosure Agreement, but only upon the terms and conditions set forth herein. The 
Dissemination Agent shall have only such duties in its capacity as are specifically set forth in this 
Disclosure Agreement. The Dissemination Agent may execute any powers hereunder and 
perform any duties required of it through attorneys, agents, and other experts, officers, or 
employees selected by it, and the written advice of such counsel or other experts shall be full and 
complete authorization and protection in respect of any action taken, suffered or omitted by it 
hereunder in good faith and in reliance thereon. The Dissemination Agent shall not be 
answerable for the default or misconduct of any attorney, agent, expert or employee selected by 
it with reasonable care. The Dissemination Agent shall not be answerable for the exercise of any 
discretion or power under this Disclosure Agreement or liable to the City or any other person for 
actions taken hereunder, except only its own willful misconduct or negligence. 

(b) The City shall pay the Dissemination Agent reasonable compensation for its 
services hereunder, and also all its reasonable expenses and disbursements, including reasonable 
fees and expenses of its counsel or other experts, as shall be agreed upon by the Dissemination 



Agent and the City. Nothing in this Section 8(b) shall be deemed to constitute a waiver of 
governmental immunity by the City. The provisions of this Section 8(b) shall survive 
termination of this Disclosure Agreement. 

(c) The Dissemination Agent may act on any resolution, notice, telegram, request, 
consent, waiver, certificate, statement, affidavit, or other paper or document which it in good 
faith believes to be genuine and to have been passed or signed by the proper persons or to have 
been prepared and furnished pursuant to any of the provisions of this Disclosure Agreement; and 
the Dissemination Agent shall be under no duty to make any investigation as to any statement 
contained in any such instrument, but may accept the same as conclusive evidence of the 
accuracy of such statement in the absence of actual notice to the contrary. The Dissemination 
Agent shall be under no obligation to institute any suit, or to take any action under this 
Disclosure Agreement, or to enter any appearance or in any way defend in any suit in which it 
may be made a defendant, or to take any steps in the execution of the duties hereby created or in 
the enforcement of any rights and powers hereunder, until it shall be indemnified by the 
Registered Owners to its satisfaction against any and all costs and expenses, outlays and counsel 
fees and expenses and other reasonable disbursements, and against all liability; the 
Dissemination Agent may, nevertheless, begin suit, or appear in and defend suit, or do anythmg 
else in its judgment proper to be done by it as such Dissemination Agent, without indemnity. 

Section 9. Term of Disclosure Agreement. 

This Disclosure Agreement shall terminate as to each series of Bonds upon (1) payment 
or provision for payment in full of such series of Bonds; (2) repeal or rescission of Section (b)(5) 
of the Rule; or (3) a final determination that Section (b)(5) of the Rule is invalid or 
unenforceable. 

Section 10. Beneficiaries. 

This Disclosure Agreement shall inure solely to the benefit of the City, the Dissemination 
Agent and the Registered Owners from time to time of the 2010 Bonds and nothing herein 
contained shall confer any right upon any other person. 

Section 11. Notices and Filings. 

(a) Any written notice to or demand may be served, presented or made to the persons 
named below and shall be sufficiently given or filed for all purposes of this Disclosure 
Agreement if deposited in the United States mail, first class postage prepaid, or in a recognized 
form of overnight mail or by telecopy with confirmation of receipt, addressed: 

(i) to the Dissemination Agent at: 

[Digital Assurance Certification, LLC 
390 North Orange Avenue, Suite 1750 
Orlando, FL 32801 
Attention: 
Fax: (407) 5 15-65 131 



(ii) to the City or the Disclosure Representative at: 

City of Philadelphia 
Office of the Director of Finance 
Municipal Services Building 
1401 J.F.K. Boulevard 
Philadelphia, PA 19102 
Attention: Director of Finance 
Fax: (2 15) 568-1 947 

(iii) to the MSRB at: 

Municipal Securities Rulemaking Board 
1900 Duke Street, Suite 600 
Alexandria, VA 223 14 
Telecopier No.: (703) 797-6700 

or such other addresses as may be designated in writing to all parties hereto. 

(b) Any filing under this Disclosure Agreement must be submitted to the EMMA 
website with a portal at httd/emma/msrb.org as a word-searchable portable document. 

Section 12. No Personal Recourse. 

No personal recourse shall be had for any claim based on this Disclosure Agreement 
against any member, officer, or employee, past, present or future, of the City (including without 
limitation, the Disclosure Representative), or of any successor body as such, either directly or 
through the City or any such successor body, under any constitutional provisions, statute or rule 
of law or by the enforcement of any assessment or penalty or otherwise. 

Section 13. Controlling Law. 

The laws of the Commonwealth of Pennsylvania shall govern the construction and 
interpretation of this Disclosure Agreement. 

Section 14. Removal and Resignation of the Dissemination Agent. 

The City has appointed the Dissemination Agent as exclusive Dissemination Agent under 
this Disclosure Agreement. The City may, upon 30 days' written notice to the Dissemination 
Agent and the Fiscal Agent, replace or appoint a successor Dissemination Agent. Upon 
termination of the Dissemination Agent's services as Dissemination Agent, whether by notice of 
the City or the Dissemination Agent, the City agrees to appoint a successor Dissemination Agent 
or, alternately, agrees to assume all responsibilities of Dissemination Agent under this Disclosure 
Agreement for the benefit of the holders of the 2010 Bonds. Notwithstanding any replacement 
or appointment of a successor, the City shall remain liable until payment in full for any and all 
sums owed and payable to the Dissemination Agent. The Dissemination Agent may resign at 
any time by providing thirty days' prior written notice to the City. 



Section 15. Successors and Assims. 

All of the covenants, promises and agreements contained in this Disclosure Agreement 
by or on behalf of the City or by or on behalf of the Dissemination Agent shall bind and inure to 
the benefit of their respective successors and assigns, whether so expressed or not. 

Section 16. Headines for Convenience Onh. 

The descriptive headings of this Disclosure Agreement are inserted for convenience of 
reference only and shall not control or affect the meaning or construction of any of the provisions 
hereof. 

Section 17. Countemarts. 

This Disclosure Agreement may be executed in any number of counterparts, each of 
which when so executed and delivered shall be an original, but such counterparts shall together 
constitute but one and the same instrument. 

Section 18. Entire Agreement. 

This Disclosure Agreement sets forth the entire understanding and agreement of the City 
and the Dissemination Agent with respect to the matters herein contemplated and no 
modification or amendment of or supplement to this Disclosure Agreement shall be valid or 
effective unless the same is in writing and signed by the parties hereto. 

Section 19. Severabilitv. 

In case any section or provision of this Disclosure Agreement or any covenant, 
stipulation, obligation, agreement, or action, or any part thereof, made, assumed, entered into or 
taken under this Disclosure Agreement, or any application thereof, is for any reason held to be 
illegal or invalid or is at any time inoperable, such illegality, invalidity or inoperability shall not 
affect the remainder thereof or any other section or provision or the Disclosure Agreement, or 
any other covenant, stipulation, obligation, agreement, act or action, or part thereof, made, 
assumed, entered into or taken under this Disclosure Agreement, which shall be construed and 
enforced as if such illegal or invalid or inoperable portion were not contained herein. 



IN WITNESS WHEREOF, THE CITY OF PHILADELPHIA, PENNSYLVANIA, has 
caused this Disclosure Agreement to be executed by the Director of Finance and [DIGITAL 
ASSURANCE CERTIFICATION, L.L.C.], as Dissemination Agent, has caused this Disclosure 
Agreement to be executed by one of its duly authorized officers, all as of the day and year fist  
above written. 

CITY OF PHILADELPHIA, PENNSYLVANIA 

By: 
Director of Finance 

DIGITAL ASSURANCE CERTIFICATION, 
L.L.C, as Dissemination Agent 

Authorized Officer 

ACKNOWLEDGEMENT AND AGREEMENT: 

US Airways, Inc. ("US Airways") hereby acknowledges its current status as an Obligated 
Person hereunder and the City's undertaking to provide information in accordance with the Rule 
as described herein. So long as it is an Obligated Person, US Airways agrees to make available, 
within 120 days after the end of its fiscal year (December 31), with respect to the information 
regarding US Airways set forth in the Official Statement under the caption "THE AIRPORT 
SYSTEM - Information Concerning the Signatory Airlines" such information regarding itself and 
its operations as is required by the Rule. 

US AIRWAYS, INC. 

By: 
Name: 
Title: 
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APPENDIX VILI 

SPECIMEN MUNICIPAL BOND INSURANCE POLICY 
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funds to ihe Tastae .a. if tb re  :is oo Ttustee. Zo the ;Pavina Aaent €or:ument h full! of EiU onindml and 
interest mat is Oue for Payment on such ~ond;  "Nonpayrir&" &all aisd inbude, in rsspect oia Bdnd, any 
wment  of ~ r inc i~a l  or interest (hat is Due for Payment made to an Omw bv w on bhan of tha Issuer 
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me Paying Agent to AGM whikh 
Number. @),he dahed amount Payment. 'Ormer" 
means, in respect of a Bond, th entitled under the 
@mas of such BDnd to payment 
enlity whose dired or indirect obi 

n being made for paymemt, of the 
mvciked. TMlllS POLICY IS NOT 
FUND SPEClFlED IN ARTICLE 76 

ASSURED GUARANTY MUNlClPAL CORP. 
(FORMERLY KNOWN AS FlNANClAL 
SECURITY ASSURANCE INC.) 

Form 50ONY (5190)' 




