OFFICIAL STATEMENT

0 Intercept Program Rating: Moody's Investors Service: “A2” (stable outlook)
BOOK ENTRY ONLY (See “BOND RATING” herein)

In the apinion of Ca-Rond Counsel, the Bands are “Qualified Zone Academy Bonds” as such term is defined in Section S4E of the Internal Revenue Code of 1986, as amended (the "Code”). the eligible
Tolders af which are entitled to quarterly federal income tax credits, The amount af the tax credit will be freated as interest for faderal tax purposes and will be included in gross income for all holders
of the Bonds, Co-Bond Counsel expresses no opinion regarding any ether tax consequences related to the ownership or disposition or receipt of the tax credit on the Bonds. See “"TAX MATTERS"
herein, in connection with sueh assumptions and as to other Federal tax consequences arising with respeet to the Bonds.

$7,500,000
STATE PUBLIC SCHOOL BUILDING AUTHORITY

(Commonwealth of Pennsylvania)
Federally Taxable School Revenue Bonds
(Chester Upland School District Project)
Qualified Zone Academy Bonds — Tax Credit, Series of 2017

Dated: Date of Delivery Principal Due; September 15, as shown herein
Interest Due: March 15 and September 15 First Interest Payment: September 15, 2017
Credit Allowance Dates: March 15, June 15, September 15 and December 15 Tax Credit Rate: 4.55%

The State Public Schoal Building Autherity (the “Authority™) is issuing its $7,500,000 Federally Taxable School Revenue Bonds (Chester Upland School District Project) Qualified Zone Academy
Bonds — Tax Credit, Series of 2017 (the “Bonds™ in fully registered form without coupons and, when issued, will be registered in the name of Cede & Co,, as nominee of The Depository Trust Company,
New York, New York (“DTC™). DTC will act as securities depository for the Bonds. Purchases of beneficial ownership interests in the Bonds will be made in book-entry form only in denominations
of $5,000 or integral multiples thereof, and Beneficial Owners will nat receive certificates representing their interests in the Bonds. Interest on the Bonds will be paid on March 15 and September 15 of
each year that the Bonds are outstanding, commencing on September 15, 2017. So long as Cede & Co. is the registered owner, references herein to registered owners of the Bonds shall mean Cede &
Clo. and not the Benefieial Owners, and U.S. Bank National Association, as trustee for the Bonds (the “Trustee™), will pay principal of and interest on the Bonds to DTC, which will remit such principal
and interest to its participants (as defined herein), which will in turn remit such principal and interest to the Beneficial Owners of the Bonds, as more fully described herein. See “BOOK-ENTRY ONLY
SYSTEM?” herein.

The Bonds are subject to extraordinary mandatory redemption by the Authority prior to their stated maturity date as more fully described herein, See “REDEMPTION OF BONDS" herein.

The Bonds will be issued pursuant to a Trust Indenture dated as of March 1, 2017 (the “Indenture™) by and between the Authority and U5, Bank National Association, as trustee (the “Trustee”) and will
be equally and ratably secured under the Indenture by an assignment and pledge by the Authority to the Trustee of payments to be made to the Authority by Chester Upland School District, Delaware
County, Pennsylvania (the “School District”) pursuant to the provisions of a Loan Agreement dated as of March 1, 2017 (the “Loan Agreement”). Proceeds of the Bonds will be loaned by the Authority to
the Sehool District pursuant to the Loan Agreement to finance the costs of the 2017 Project, as described herein, The School District will deliver its General Obligation Note to the Authority evidencing
its obligations under the Loan Agreement with respect to the Bonds,

The Bonds are being issued as “Qualified Zone Academy Bonds” as defined in Section 54E of the Internal Revenue Code of 1986, as amended (the “Code™). Under the Cade, the holders of the Bonds
on March 15, June 15, September 15 and December 15 of any tax year (each a “Credit Allowance Date”) until maturity or early redemption will be allowed a tax eredit against the Bondholder’s federal
income tax liability, Under the Code, interest on the Bonds is includible in gross income of the holders thereof for federal income tax purposes. See “TAX MATTERS” herein.

The Bonds are payable from and secured by the assignment and pledge to the Trustee of the payments from the School District under the Loan Agreement and a General Obligation Note dated as of
March 1, 2017 issued by the School District securing the payments under the Loan Agreement. The General Obligation Note is payable from tax and other general revenues of the Schoal District, within
the limits established by law. The School District has covenanted that it will include the provisions for payment of the debt service for the General Obligation Note for each fiscal year in which sums
are payable in its budget for that year, appropriate such amounts from its general revenues for the payment of such debt service, and duly and punctually pay, or cause to be paid, from its sinking fund or
any of its other revenues or funds the principal of, and the interest on, its Sehool District General Obligation Note, and for sueh budgeting, appropriation and payment, the School District has irrevocably
pledged its full faith, credit and taxing power, within the limits established by law.

The Bonds are special limited obligations of the Authority. Neither the principal nor redemption price of the
Bonds, nor the interest accruing or due thereon, shall constitute a general indebtedness of the Authority or an
indebtedness of the United States of America, the Commonwealth of Pennsylvania (the “Commonwealth”)
or any political subdivision thereof (except the School District’s obligations under the Loan Agreement and
the General Obligation Note, both as defined herein) within the meaning of any constitutional or statutory
provision whatsoever; constitute a charge against the general credit of the Authority or against the general
credit or taxing power of the United States of America, the Commonwealth or any political subdivision thereof
(except the School District’s obligation under the Loan Agreement and the General Obligation Note, both as
defined herein); or be deemed to be a general obligation of the Authority or of the Commonwealth or any
political subdivision thereof (except the School District’s obligation under the Loan Agreement and the General
Obligation Note, both as defined herein) thereof. The Authority has no taxing power.

Payments of debt service on the General Obligation Note supporting debt service on the Bonds are not eligible for exception from the provisions of Act 1, as amended. For a discussion on recent
legislation affecting the taxing powers of the School District and its applicability to the Bonds, see “The Taxpayer Relief Act (Act 1), as Amended — Status of the General Obligation Note Under
Aet 1" in Appendix A hereto.

The School District has operated at a deficit in certain recent years and has used borrowed funds to cover operating losses. Based on its past performance and the other risk Jactors discussed in
this Official Statement, there can be no assurance that the School District will be able to meet its financial commitment with respect io the Bowds. (See “BONDHOLDERS’ RISKS” and Appendix
E herein,)

AN INVESTMENT IN THE BONDS INVOLVES A SIGNIFICANT DEGREE OF RISK. INVESTORS SHOULD READ THIS ENTIRE OFFICTAL STATEMENT INCLUDING THE APPENDICES
HERETO, BEFORE DECIDING TO PURCHASE ANY OF THE BONDS,

This cover page contains certain information for quick reference only. It is not a summary of this issue. Investors must read the entire Official Statement to obtain information essential fo the
making of an informed investment decision,

The Bonds are offered, subject to prior sale and withdrawal of such offer without notice, when, as and if issued by the Authority and received by the Underwriter, and subject 1o approval of legality of
the Bonds by Dinsmore & Shohl LLP and Turner Law, P.C., both of Philadelphia, Pennsylvania and Pewell Lew, PC., Harrishurg, Pennsylvania, cach, Co-Bond Counsel, Ceriain legal matters will be
passed upon for the Authority by Barley Snyder LLF, Lancaster, Pennsylvanta, for the School District by The Law Firm of DiOrio & Serenl, LLE, Media, Pennsylvania, and for the Underwriter by ils
counsel, Ditworth Paxson LLP, Philadelphia, Pennsvivania. It is expecied that the Bonds will be available for deltvery through the facilities of DTC on or about March 23, 2017.
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Official Statement Dated: February 16, 2017



$7,500,000
STATE PUBLIC SCHOOL BUILDING AUTHORITY
(Commonwealth of Pennsylvania)
Federally Taxable School Revenue Bonds
(Chester Upland School District Project)
Qualified Zone Academy Bonds — Tax Credit, Series of 2017

Dated: Date of Delivery Principal Due: September 15, as shown below
Interest Due: March 15 and September 153 First Interest Payment: September 15,2017
Credit Allowance Dates: March 13, June 15, September 15 and December 15 Tax Credit Rate: 4.55%
Term Bond
Maturity Date
(September 15) Principal Interest Initial Offering Initial Offering
Year Amount Rate Yields Prices CUSsIp M
2030 $7,500,000 3.500% 3.500% 100.000% 85732TIS2

(1) CUSIP is a registered trademark of the American Bankers Association (the “ABA™). CUSIP data is provided by CUSIP Global Services, which
is managed on behalf of the ABA by S&P Global Market Intelligence, a part of S&P Global Inc. The CUSIP numbers listed above are being
provided solely for the convenience of the Bondholders only at the time of issuance of the Bonds and the Authority and the Underwriter do not
make any representation with respect to such CUSIP numbers or undertake any responsibility for its accuracy now or at any time in the future. The
CUSIP numbers are subject to being changed after the 1ssuance of the Bonds as a result of various subsequent actions including, but not limited to,
the procurement of secondary market portfolio insurance or other similar enhancement by investors that may be applicable to all or a portion of the
Bonds.



No dealer, broker, salesman or other person has been authorized by the Authority, the School District or the
Underwriter to give any information or to make any representations other than those contained in this Official
Statement and if given or made, such other information or representations must not be relied upon as having been
authorized by any of the foregoing. This Official Statement does not constitute an offer to sell or the solicitation of an
offer to buy, nor shall there be any sale of the Bonds by any person in any jurisdiction in which it is unlawful for such
person to make such offer, solicitation or sale. The information and expressions of opinion herein are subject to change
without notice, and neither the delivery ofthis Official Statement nor the sale of the Bonds shall, under any ¢ircumstances,
create any implication that the information herein is correct as of any time subsequent to the date hereof. The information
set forth herein has been obtained from the School District and other sources which are believed to be reliable, but is
not guaranteed as to accuracy or completeness by, and is not to be construed as a representation of, the Underwriter,
or except as to information concerning the Authority, the Authority or, as to information from other sources, by the
Authority or the School District.

THE UNDERWRITER HAS PROVIDED THE FOLLOWING SENTENCE FOR INCLUSION IN THIS
OFFICIAL STATEMENT: THE UNDERWRITER HAS REVIEWED THE INFORMATION IN THIS OFFICIAL
STATEMENT IN ACCORDANCE WITH AND AS PART OF ITS RESPONSIBILITIES TO INVESTORS UNDER
THE FEDERAL SECURITIES LAWS AS APPLIED TO THE FACTS AND CIRCUMSTANCES OF THIS
TRANSACTION, BUT THE UNDERWRITER DOES NOT GUARANTEE THE ACCURACY OR
COMPLETENESS OF SUCH INFORMATION.

No quotations from or summaries or explanations of provisions of law and documents herein purport to be
complete and reference is made to such laws and documents for full and complete statements of their provisions. This
Official Statement is not to be construed as a contract or agreement between the Authority, the School District and the
purchasers or holders of any of the securities described herein. Any statements made in this Official Statement
involving estimates or matters of opinion, whether or not expressly, so stated, are intended merely as estimates or
opinions and not as representations of fact. The cover page, the inside cover page, the list of officials, this page and
the Appendices attached hereto are part of this Official Statement.

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

CERTAIN STATEMENTS INCLUDED OR INCORPORATED BY REFERENCE IN THIS OFFICIAL
STATEMENT ARE “FORWARD-LOOKING STATEMENTS” WITHIN THE MEANING OF THE UNITED
STATES PRIVATE SECURITIES LITIGATION REFORM ACT OF 1965. “FORWARD-LOOKING
STATEMENTS” ARE GENERALLY IDENTIFIABLE BY THE USE OF FORWARD-LOOKING TERMS SUCH
AS “PLAN”, “EXPECT”, “ESTIMATE”, “BUDGET, “WILL”, “SHOULD”, “BELIEVES” OR OTHER SIMILAR
WORDS. SUCH FORWARD-LOOKING STATEMENTS INCLUDE, BUT ARE NOT LIMITED TO, CERTAIN
STATEMENTS CONTAINED IN APPENDIX D. THE SCHOOL DISTRICT BELIEVES THAT THE
EXPECTATIONS REFLECTED IN SUCH FORWARD-LOOKING STATEMENTS, AND THE ESTIMATES
AND ASSUMPTIONS ON WHICH THEY ARE BASED, ARE REASONABLE. HOWEVER, ESTIMATES AND
ASSUMPTIONS ARE INHERENTLY UNCERTAIN, AND NO ASSURANCE CAN BE GIVEN THAT THEY
WILL PROVE TO BE CORRECT OR THAT EXPECTATIONS BASED UPON THEM WILL BE REALIZED.
NEITHER THE SCHOOL DISTRICT, NOR THE UNDERWRITER, THEREFORE, CAN OR DOES WARRANT
THAT THE RESULTS CONTEMPLATED BY SUCH FORWARD-LOOKING STATEMENTS WILL BE
ACHIEVED, AND IT IS LIKELY THAT ACTUAL RESULTS WILL DIFFER MATERIALLY FROM THOSE
CONTEMPLATED BY SUCH FORWARD-LOOKING STATEMENTS. ACCORDINGLY, UNDUE RELIANCE
SHOULD NOT BE PLACED UPON SUCH FORWARD-LOOKING STATEMENTS.

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED,
NOR HAS THE INDENTURE BEEN QUALIFIED UNDER THE TRUST INDENTURE ACT OF 1939, AS
AMENDED. IN RELIANCE UPON EXEMPTIONS CONTAINED IN SUCH ACTS, THE REGISTRATION OR
QUALIFICATION OF THE BONDS IN ACCORDANCE WITH APPLICABLE PROVISIONS OF SECURITIES
LAWS OF THE STATES IN WHICH THE BONDS HAVE BEEN REGISTERED OR QUALIFIED AND THE
EXEMPTION FROM REGISTRATION OR QUALIFICATION IN THE OTHER STATES CANNOT BE
REGARDED AS A RECOMMENDATION THEREOF. NEITHER THESE STATES NOR ANY OF THEIR



AGENCIES HAVE PASSED UPON THE MERITS OF THE BONDS OR THE ACCURACY OR COMPLETENESS
OF THIS OFFICIAL STATEMENT. NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY
OTHER FEDERAL, STATE, OR OTHER GOVERNMENTAL ENTITY WILL HAVE PASSED UPON THE
ACCURACY OR ADEQUACY OF THIS OFFICIAL STATEMENT OR APPROVED THE BONDS FOR SALE.

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

$7,500,000
STATE PUBLIC SCHOOL BUILDING AUTHORITY

(Commonwealth of Pennsylvania)
Federally Taxable School Revenue Bonds
(Chester Upland School District Project)
Qualified Zone Academy Bonds — Tax Credit, Series of 2017

INTRODUCTION
General

This Official Statement, including the cover and inside cover pages hereof, is furnished in connection with the offering of the State
Public School Building Authority (the “Authority™) $7,500,000 Federally Taxable School Revenue Bonds (Chester Upland School District
Project) Qualified Zone Academy Bonds — Tax Credit, Series of 2017 (the “Bonds™). The Bonds are dated as of their date of delivery,
authorized and issued pursuant to the State Public School Building Authority Act of 1947, P.L. 1217, as supplemented and amended (the
“Act™) and the resolution adopted by the Board of the Authority on January 26, 2017 (the “Authority Resolution™), under a Trust Indenture
dated as of March 1, 2017 (the “Indenture”) by and between the Authority and U.S. Bank National Association, as trustee (the “Trustee™)
and will be equally and ratably secured under the Indenture by an assignment and pledge by the Authority to the Trustee of payments to be
made to the Authority by Chester Upland School District, Delaware County, Pennsylvania (the “*School District™) pursuant to the provisions
of a Loan Agreement dated as of March 1, 2017 (the “Loan Agreement™) between the Authority and the School District authorized by the
Authority Resolution and by a resolution duly adopted by the Board of School Directors of the School District and a resolution of the Receiver
of the School District duly adopted on February 16, 2017 (together, the “School Distriet Resolutions™ and together with the Authority
Resolution. the “Resolutions™).

Pursuant to the Resolutions and the l.oan Agreement the Authority will lend the proceeds of the Bonds to the School District and
the School District will execute and deliver to the Authority its General Obligation Note, Series of 2017 in the stated prineipal amount of
$7,500,000 (the “General Obligation Note™), pursuant to which the School District will make payments to the Authority in the amounts and
at the times set forth therein, which amounts will be sufficient for the payment by the Authority of the prineipal of and interest on the Bonds.

The Authority will confirm its assignment of its rights in the Loan Agreement (except for certain retained rights) to the Trustee.
Pursuant to the State Appropriation Intercept Agreement, dated as of March 23, 2017 (the “Intercept Agreement”), among the Authority, the
Treasurer of the Commonwealth of Pennsylvania (the “State Treasurer™), the Pennsylvania Department of Education of the Commonwealth
(the “Department”) and the School District, the School District will instruct the Department to withhold from the appropriations of the
Commonwealth of Pennsylvania (the “Commonwealth™) due to the School District on the last Thursdays of the months of February and
August of each fiscal year of the School District, commencing in August 2017 (the “Appropriation Payment Dates”™), amounts to pay the debt
service payments due from the School District under the Loan Agreement and the General Obligation Note on the next succeeding March 13
and September 15, commencing September 15, 2017, and to pay the same directly to the Trustee, as assignee of the Authority. If on any
Appropriation Payment Date, the Trustee receives less than the amount due on that Appropriation Payment Date from the State Treasurer,
the Trustee shall immediately give notice of the deficiency to the School District, the Authority, the Department and the State Treasurer. The
School District will transfer the amount of the deficiency, in immediately available funds, to the Trustee within two Business Days of receipt
of notice of the deficiency from the Trustee. In the event that the School District fails to satisty timely the deficiency in full as provided in
the immediately preceding sentence, the Trustee shall immediately give notice of such failure, including the amount of the deficiency, to the
Department, the State Treasurer, the Authority and the School District. Upon receipt of such notice from the Trustee, the Department shall
voucher the unpaid amount from the next appropriation due to the School District, as provided in the Intercept Agreement. Notwithstanding
the foregoing, the School District remains primarily liable to make payments under the Loan Agreement and on the General Obligation Note,

The School District has covenanted in the General Obligation Note and in the School District Resolutions, authorizing, among
other things, the School District to enter into the Loan Agreement and the issuance of a General Obligation Note, that it will provide in its
budget in each year, and will appropriate from its general revenues in each such year, the amount of the loan payments due under the General
Obligation Note for such year, and will duly and punctually pay or cause to be paid the loan payments on the dates and at the place and in
the manner stated in the General Obligation Note, which correspond to the payments due on the Bonds, and for such budgeting, appropriation
and payment, the School District irrevocably has pledged its full faith, credit and taxing power, which taxing power presently includes the
power to levy an annual ad valorem tax on all taxable property within the School District within the limits provided by law (see “THE
BONDS — Security” herein and “TAXING POWERS OF THE SCHOOL DISTRICT” in Appendix A hereto).



PURFPOSE OF THE BONDS
Proceeds of the Bonds will be loaned by the Authority to the School District pursuant to the Loan Agreement to fund the design,
equipping, construction of, renovation of and improvements to facilities of the School District including, but not limited to, the renovation
of the HVAC system of Chester High School (a “qualified zone academy™ under the Code), and to pay the costs, fees and expenses incurred
in connection with the issuance of the Bonds.

Estimated Sources and Uses of Bond Proceeds

The following is a summary of the estimated sources and uses of the proceeds from the issuance of the Bonds.

Source of Funds:

Bond Proceeds cuvovmeiieeeiieeeeeee e ccteeeeeereereeser et st esb e sts s es b aae s stvaeenen $7,500,000.00
Total Source of FURMS ...........ccccvvvoiecenininriennenscrnisnnnnensens $7,500,000.00

Use of Funds:

Project Fund DEposit ... ivrieerenesie s e sessis e avesssersassossasoes $7.350,000.00

Costs of Issuance™ ... ..o 150,000.00
Total Use of FURAS .......c.coooviiiieiiiieiee e e $7,500,000.00

1) Includes legal fees and expenses, financial advisory, underwriters” discount, Trustee’s fees, rating fees, printing,
disclosure dissemination agent fee, CUSIP and miscellaneous fees.

THE AUTHORITY

The Authority is a body corporate and politic created in 1947 by the Act. Under the Act, the Authority is constituted a public
corporation and governmental instrumentality, having perpetual existence, for the purpose of acquiring, financing, refinancing, constructing,
improving, maintaining and operating public school and educational broadcasting facilities, and furnishing and equipping the same for use
as part of the public school system of the Commonwealth under the jurisdiction of the Department. Under the Act and Article XIX-A of the
Public School Code, Actof July 1, 1985, P.L. 103, No. 31, Section 1, et seq., as amended, the Authority also has for its purpose the acquiring,
financing, refinancing, construction, improvement, furnishing, equipping, maintenance and operation of community college buildings.

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

The Authority has issued, and may continue to issue, other series of revenue bonds and notes for the purpose of financing other
projects for other eligible institutions in the Commonwealth. Except for any Additional Bonds issued under the Indenture, none of the
revenues of the Authority with respect to any of the other revenue bonds and notes referred to above are pledged as security for the Bonds
and, conversely, the other revenue bonds and notes referred to above are not payable from or secured by the revenues of the Authority or
other monies securing the Bonds. See “THE BONDS — Security and Source of Payment” herein.

The Bonds are special limited obligations of the Authority. Neither the principal or redemption price of the Bonds, nor the
interest accruing or due thereon, shall constitute a general indebtedness of the Authority or an indebtedness of the United States of
America, the Commonwealth of Pennsylvania (the “Commonwealth”) or any political subdivision thereof (except the School
District’s obligations under the Loan Agreement and the General Obligation Note, both as defined herein) within the meaning of any
constitutional or statutory provision whatsoever; constitute a charge against the general credit of the Authority or the general credit
or taxing power of the United States of America, the Commonwealth or any political subdivision thereof (except the School District’s
obligation under the Loan Agreement and the General Obligation Note, both as defined herein); or be deemed to be a general
obligation of the Authority or an obligation of the Commenwealth or any political subdivision thereof (except the School District’s
obligation under the Loan Agreement and the General Obligation Note, both as defined herein) thereof. The Authority has no taxing
power.

The Authority has not prepared or assisted in the preparation of this Official Statement except for the statements under this section
in respect of the Authority and “LITIGATION - The Authority,” and, except as aforesaid, the Authority is not responsible for any
statements made herein and will not participate in, or otherwise be responsible for, the sale of the Bonds. Accordingly, except as aforesaid,
the Authority disclaims responsibility for the disclosure set forth herein made in connection with the sale of the Bonds.



The following are key staff members of the Authority who are involved in the administration of the financing and projects:
Robert Baccon, Executive Director

Mr. Baccon has served as an executive with the Authority and the Pennsylvania Higher Educational Facilities Authority (the
“Authorities”) since 1984. He is a graduate of St. John's University with a bachelor's degree in management, and holds a master's degree in
international business from the Columbia University Graduate School of Business. Prior to joining the Authorities, Mr. Baccon held financial
management positions with multinational U.S. corporations and was Vice President - Finance for a major highway construction contractor.

David Player, Comptroller & Director of Financial Management

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

Beverly M. Nawa, Administrative Officer

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

THE BONDS
Description

The Bonds will be issued in fully registered form in denominations of $5,000 and integral multiples thereof, will be in the aggregate

principal amount of $7,500,000, will be dated as of the date of delivery, and will bear interest at the rates and mature in the amounts and on

. the dates set forth on the inside front cover of this Official Statement, Interest on the Bonds will be payable initially on September 15, 2017,

and thereafter, semiannually on March 15 and September 15 of each year until the maturity date of such Bond or, if such Bond is subject to

redemption prior to maturily, until the date fixed for redemption thereof, if payment of the redemption price has been duly made or provided
for.

When issued, the Bonds will be registered in the name of Cede & Co., as nominee for The Depository Trust Company (“DTC”), New
York, New York, Purchasers of the Bonds (the “Beneficial Owners™) will not receive any physical delivery of bond certificates, and
beneficial ownership of the Bonds will be evidenced only by book entries. See “BOOK — ENTRY ONLY SYSTEM” herein.

The Authority will designate the Bonds as Qualified Zone Academy Bonds pursuant to Section 54E of the Code (“Qualified Zone
Academy Bonds”).

A Qualified Zone Academy Bond generally includes a bond issued as part of an issue if 100% of the “available project proceeds” are
to be used for a “qualified purpose”. “Available project proceeds” means the proceeds from the sale of the Bonds less costs of issuance (to
- the extent such costs of issuance do not exceed two percent of such proceeds), plus any investiment earnings on such amount. A “qualified
purpose” with respect to any Qualified Zone Academy Bond means the rehabilitation or repair of a public school facility (including costs of
acquiring equipment to be used in the portions of the public school facility that are being rehabilitated or repaired with proceeds of such
bonds). For a description of additional requirements for Qualified Zone Academy Bonds, see “TAX MATTERS — QZAB Program
Requirements” herein.

Compliance with Section 54A of the Code will be established at the time of issuance of the Bonds. However, if the School District is
unable to actually spend 100% of the available projects proceeds of the Bonds for a “qualified purpose” within the three-year period beginning
on the date of issuance of the Bonds, and if the School District does not receive an extension from the IRS, the School District must apply
any unspent proceeds to redeem pursuant to Extraordinary Mandatory Redemption (as described in herein) a portion of the Bonds in order to
preserve the qualification of the Bonds as Qualified Zone Academy Bonds.

Under the Code, the holders of the Bonds on March 15, June 13, September 15 and December 15 of any tax year until maturity or early
redemprion (each is defined as a “Credit Allowance Date™) will be allowed a tax credit (the “Tax Credit”) against the Bondholder's federal
income tax liability.

The amount of the Tax Credit is equal to the product of the published credit rate for the date on which the Bonds were sold (established
as 4.55% per annum for the Bonds), times the outstanding principal amount of the Bonds on the relevant Credit Allowance Date, divided by
four. The Tax Credit allowed for the first Credit Allowance Date of June 15, 2017, is the ratable portion of the Tax Credit otherwise allowed
on such date based on the initial issuance date. If a Bond is redeemed or matures on a date other than a Credit Allowance Date, the associated
Tax Credit will be a ratable portion of the tax credit otherwise allowed based on the redemption date.



Generally, a taxpayer who owns a Bond will recognize the amount of the Tax Credit as a credit against its federal income tax liability
on a given Credit Allowance Date, including estimated tax payments, if any. Tax Credits will be treated by the Internal Revenue Service in
a similar manner to the way in which withheld taxes are treated for federal income tax purposes and will reduce the amount of either a
taxpayer's subsequent estimated tax payments, if any, or its final tax lability, as reflected on its tax return for the related tax year.

The Tax Credits are not refundable tax credits. [f a Bondholder has gross income tax lability for a given year less than the amount of
the tax credit to which it is entitled for that year, the Bondholder will be required to carry forward the excess Tax Credit to subsequent tax
years, if any, for which the Bondholder is able to take the credit. The Tax Credit to which a Bondholder is entitled on a particular Credit
Allowance Date is not transferable after such Credit Allowance Date. Moreover, there can be no assurance that such an investor would be
able to sell the Bond prior to the Credit Allowance Date.

The amount of the Tax Credit will be treated as interest for federal income tax purposes and will be included in the gross income of all
Bondholders.

The discussion herein concerning certain tax consequences with respect to an investment in the Bonds is included for general
information only. All persons are urged to consult with their own tax advisors to determine the specific tax consequences of making an
investment in the Bonds, including any state, local or non-U.S. tax consequences.

Payment of Principal and Interest

So long as Cede & Co., as nominee of DTC, is the registered owner of the Bonds, payments of principal of, and interest on the
Bonds, when due, are to be made to DTC and all such payments shall be valid and effective to satisfy fully and to discharge the obligations
of the School District with respect to, and to the extent of, principal of and interest so paid.

If the use of the Book-Entry Only System for the Bonds is discontinued for any reason, bond certificates will be issued to the
Beneficial Owners of the Bonds and payment of principal and interest on the Bonds shall be made as described in the following paragraphs:

The principal of the Bonds, when due upon maturity or upon any earlier redemption, will be paid to the registered owners of the
Bonds, or registered assigns, upon surrender of the Bonds to U.S. Bank National Association (the “Paying Agent”), acting as Trustee for the
Bonds, at its corporate trust office in Harrisburg or Philadelphia; Pennsylvania (or to any successor paying agent at its designated office(s)).

Interest is payable to the registered owner of a Bond from the interest payment date next preceding the date of registration and
authentication of the Bond, unless: (a) such Bond is registered and authenticated as of an interest payment date, in which event such Bond
shall bear interest from said interest payment date, or (b) such Bond is registered and authenticated after a Record Date (hereinafter defined)
and before the next succeeding interest payment date, in which event such Bond shall bear interest from such interest payment date, or (c)
such Bond is registered and authenticated on or prior to the Record Date preceding September 15, 2017, in which event such Bond shall bear
interest from the date of delivery, or (d) as shown by the records of the Paying Agent, interest on such Bond shall be in default, in which
event such Bond shall bear interest from the date to which interest was last paid on such Bond. Interest shall be paid initially September 15,
2017, and thereafter, semiannually on March 15 and September 15 of each year, until the principal sum is paid. Interest on each Bond is
payable by check drawn on the Paying Agent, which shall be mailed to the registered owner whose name and address shall appear, at the
close of business on the last day of February and August, respectively (the “Record Date™), on the registration books maintained by the
Paying Agent, irrespective of any transfer or exchange of the Bond subsequent to such Record Date and prior to such interest payment date,
unless the School District shall be in default in payment of interest due on such interest payment date. In the event of any such default, such
defaulted interest shall cease to be payable to the registered owner on the Record Date and be payable to the person in whose name the Bond
is registered at the close of business on a special Record Date to be fixed by the Trustee, such date to be not more than 15 days preceding
such special Record Date (whether or not a Business Day) nor less than 10 days prior to such special Record Date.

If the date for payment of the principal or interest on any Bonds shall be a Saturday, Sunday, legal holiday or a day on which banking
institutions in any jurisdiction in which the designated corporate trust office of any authorized paying agent is located, are authorized by law
or executive order to close, then the date for such payment of such principal or interest shall be the next succeeding day which is not a
Saturday, Sunday, legal holiday or a day on which such banking institutions are authorized or required to close, and payment on such date
shall have the same force and effect as if made on the nominal date established for such payment.

Transfer, Exchange and Registration of Bonds

Subject to the provisions described below under “BOOK-ENTRY ONLY SYSTEM,” Bonds are transferable or exchangeable by
the registered owners thereof upon surrender of Bonds to the Paying Agent, accompanied by a written instrument or instruments in form,
with instructions, and duly executed by the registered owner of such Bond or his attorney-in-fact or legal representative. The Paying Agent
shall enter any transfer of ownership of Bonds in the registration books and shall authenticate and deliver at the earliest practicable time in
the name of the transferee or transferees a new fully registered bond or bonds of authorized denominations of the same series, maturity and
interest rate for the aggregate principal amount which the registered owner is entitled to receive. The Authority and the Paying Agent may
deem and treat the registered owner of any Bond as the absolute owner thereof (whether or not a Bond shall be overdue) for the purpose of
receiving payment of or on account of principal and interest and for all other purposes, and the Authority and the Paying Agent shall not be
affected by any notice to the contrary.

Bonds are transferable or exchangeable by the registered owners thereof upon surrender of Bonds to the Paying Agent, at its
specified corporate trust office accompanied by a written instrument or instruments in form, with instructions, satisfactory to the Paying
Agent, duly executed by the registered owner of such Bond or his attorney-in-fact or legal representative. The Paying Agent shall enter any
transfer of ownership of Bonds in the registration books and shall authenticate and deliver at the earliest practicable time in the name of the
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transferee or transferees a new fully registered bond or bonds of authorized denominations, maturity and interest rate for the aggregate
principal amount which the registered owner is entitled to receive. The Authority and the Paying Agent may deem and treat the registered
owner of any Bond as the absolute owner thereof (whether or not a Bond shall be overdue) for the purpose of receiving payment of or on
account of principal and interest and for all other purposes, and the Authority and the Paying Agent shall not be affected by any notice to the
contrary.

Mandatory Sinking Fund Deposits

A Sinking Fund will be established under the Indenture and held by the Trustee. Although the Bonds are not subject to mandatory
sinking fund redemption, the School District has covenanted in the Loan Agreement to make annual payments in the amounts and on the
dates set forth below, commencing September 15, 2018 sufficient to make deposits into the Sinking Fund in the amounts shown below, to be
applied to the payment of the principal amount of the Bonds at maturity. Amounts on deposit in the Sinking Fund will be invested by the
Trustee in accordance with the provisions of the Indenture.

Year Maximum Mandatory Mandatory Sinking
(September 15) Sinking Fund Deposits Fund Balance
2018 $30,000 $30,000
2019 25,000 55,000
2020 20,000 75,000
2021 20,000 95,000
2022 20,000 115,000
2023 20,000 135,000
2024 20,000 155,000
2025 40,000 195,000
2026 40,000 235,000
2027 10,000 245,000
2028 10,000 255,000
2029 50,000 305,000
2030f 7,195,000 0

TMaturity; amount will be reduced to take into account interest earnings.
Security

The Bonds are limited obligations of the Authority and will be secured by the assignment and pledge to the Trustee of the payments
to be made by the School District under the Loan Agreement and under the General Obligation Note to be issued to the Authority by the
School District. The General Obligation Note will be in a stated principal amount equal to the aggregate principal amount of the proceeds of
the Bonds loaned by the Authority to the School District and shall provide for payments of interest and principal in amounts and at time
sufficient, in the aggregate, to provide for the timely payment of interest and principal due on the Bonds. The General Obligation Note is
payable from tax and other general revenues of the School District, within the limits established by law. See “TAXING POWERS OF
THE SCHOOL DISTRICT - The Taxpayer Relief Act (Act 1), as Amended” in Appendix A hereto. For the payment of the principal
of and interest due and payable in accordance with the terms of the General Obligation Note, the School District has covenanted that it will
include the amount of the debt service for the General Obligation Note for each fiscal year in which sums are payable in its budget for that
year, appropriate such amounts from its general revenues for the payment of such debt service, and duly and punctually pay, or cause to be
paid, from its sinking fund or any of its other revenues or funds, the principal of, and the interest on, its General Obligation Note and for such
budgeting, appropriation and payment, the School District has irrevocably pledged its full faith, credit and taxing power within the limits
established by law as more fully described under the captions “TAXING POWER OF THE SCHOOL DISTRICT” in Appendix A hereto.
Such pledge is specifically enforceable under the Debt Act (as defined herein) pursuant to the approval of proceedings filed by the School
District with the Pennsylvania Department of Community and Economic Development for the incurrence of debt with respect to the General
Obligation Note.

The Authority will confirm its assignment of its rights to such Loan Agreement and General Obligation Note payments to the
Trustee. Pursuant to the Intercept Agreement, the School District will instruct the Department to withhold from appropriations of the
Commonwealth due to the School District-on the Appropriation Payment Dates, amounts to pay the School District’s payments due under
the Loan Agreement and to pay the same directly to the Trustee, as assignee of the Authority. If on any Appropriation Payment Date, the
Trustee receives less than the amount due on that Appropriation Payment Date from the State Treasurer, the Trustee shall immediately give
notice of the deficiency to the School District, the Authority, the Department and the State Treasurer. The School District will transfer the
amount of the deficiency, in immediately available funds, to the Trustee within two Business Days of receipt of notice of the deficiency from
the Trustee. In the event that the School District fails to satisfy timely the deficiency in full as provided in the immediately preceding
sentence, the Trustee shall immediately give notice of such failure, including the amount of the deficiency, to the Department, the State
Treasurer, the Authority and the School District. Upon receipt of such notice from the Trustee, the Department shall voucher the unpaid
amount from the next appropriation due to the School District, as provided in the Intercept Agreement. Notwithstanding the foregoing, the
School Distriet remains primarily liable to make debt service payments under the Loan Agreement and the General Obligation Note.

In addition, the Debt Act prescribes certain other remedies, including, in the event of failure of the School District to pay the
payments due under the General Obligation Note and Loan Agreement, the Trustee shall have the right to recover the amount due by bringing
an action in the Court of Common Pleas in the county in which the School District is located. See “Appendix A — DEBT AND DEBT
LIMITS” attached hereto for a description of the outstanding debt of the School District.
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The Public School Code of 1949, as amended (the “Public School Code” or the “School Code™) provides that in the event the
School District is in default with respect to any General Obligation Note payment due to the Authority, for any period in accordance with the
terms of the Loan Agreement, there shall be a withholding from subsidy payments of amounts necessary to remedy such defaults, on an equal
basis with default payments under the Bonds. As set forth above, pursuant to the provisions of Section 7-785(b) of the Public School Code,
the Authority, the School District and the State Treasurer will enter into the Intercept Agreement, pursuant to which such subsidies from the
Commonwealth due to the School District on the last Thursdays of the months of February and August of each fiscal year of the School
District, commencing in August 2017 will be paid directly to the Trustee, as assignee of the Authority, to provide for the loan payments of
the School District due under the General Obligation Note on March 15 and September 15 of each year commencing September 15, 2017.
See “DEBT AND DEBT LIMITS” in Appendix A attached hereto for a description of the outstanding debt of the School District.

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

Pennsylvania Budget Adoption

Over the past several years the Commonwealth of Pennsylvania has, from time to time, started its fiscal year without a fully adopted
state budget. Most recently, in the state’s 2015-16 fiscal year, a final budget was not enacted until 270 days following the beginning of the
fiscal year on March 27, 2016 when the Govemnor did not sign or veto the state budget that was adopted by the General Assembly on March
17, 2016,

For the current 2016-17 fiscal year, the state budget became law, known as Act 16A of 2016, on July 12, 2016 when the Governor
did not sign or veto the state budget that was adopted by the General Assembly on July 1, 2016. On July 13, 2016, the General Assembly
adopted and Governor signed into law an additional tax and revenue package, known as Act 85 of 2016 that was needed to balance the 2016-
17 state budget.

During a state budget impasse, school districts in Pennsylvania cannot be certain that state subsidies and revenues owed them from
the Commonwealth will become available. This includes many of the major state subsidies, and overall revenues, that a Pennsylvania school
district receives including basic education funding, special education funding, PlanCon reimbursements. and certain block grants, among
many others.

Despite the budget impasse that ended March 17, 2016, the School District fully received its subsidies on time from the
Commonwealth. There is no guaranty that this would be repeated if a future budget impasse occurs.

Future budget impasses may affect the timeliness or amount of payments by the Commonwealth under the withholding
provisions of Section 633 of the Public School Code, however recent legislation included in Act 85 of 2016 has attempted to address
the timeliness of the withholding provisions of Section 633 of the Public School Code during any future budget impasses. See “Act 85
0f 2016 below.

Act 85 of 2016

On July 13, 2016, the Governor of the Commonwealth signed into law Act No. 85 of 2016, (P.L. 664, No. 85) (“Act 85 of 2016™),
an amendment to the Act of April 9, 1929 (P.L. 343, No. 176), known as the Fiscal Code (“Fiscal Code™). Act 85 of 2016 adds to the Fiscal
Code Article XVI-E.4, entitled “School District Intercepts for the Payment of Debt Service During Budget Impasse,” which provides for
intercept of subsidy payments by the Department from a school district subject to an intercept statute or an intercept agreement in the event
of a Commonwealth budget impasse in any fiscal year.

Act 85 of 2016 includes in the definition of “intercept statutes” Sections 633 of the Public School Code. The School District's
general obligation bonds, school revenue bonds and other indebtedness, including the Bonds, are subject to Section 633 of the Public School
Code. Act 85 of 2016 provides that the amounts as may be necessary for the Department to comply with the provisions of the applicable
intercept statute or intercept agreement “shall be appropriated” to the Department from the General Fund of the Commonwealth after the
Department submits justification to the majority and minority chairs of the appropriations committees of the Pennsylvania Senate and House
of Representatives allowing ten (10) calendar days for their review and comment, if, in any fiscal year:

1. annual appropriations for payment of Commonwealth money to school districts have not been enacted by July 1 and
continue not to be enacted when a payment is due;

2. the conditions under which the Department is required to comply with an intercept statute or intercept agreement have
occurred, thereby requiring the Department to withhold payments which would otherwise be due to school districts; and



3. the Secretary of the Department, in consultation with the Secretary of the Budget, determines that there are no
payments or allocations due to be paid to the applicable school districts from which the Department may withhold money as required
by the applicable intercept statute or intercept agreement.

The necessary amounts shall be appropriated on the expiration of the tenth (10th) day following submission of the justification
described above to the majority and minority chairs of the appropriations committees, who may comment on the justification but cannot
prevent the effectiveness of the appropriation.

The total of all intercept payments under Article XVII-E.4 for a school district may not exceed 50% of the total nonfederal general
fund subsidy payments made to that school district in the prior fiscal year.

Act 85 of 2016 requires that each school district subject to an intercept statute or intercept agreement must deliver to the
Department, in such format as the Department may direct, a copy of the final Official Statement for the relevant bonds or general obligation
bonds or the loan documents relating to the obligations, within thirty (30) days of receipt of the proceeds of the obligations. The School
District intends on submitting this information to the Department within the prescribed timeframe following the issuance of the Bonds. Act
85 of 2016 provides that any obligation for which the Department does not receive the required documents shall not be subject to the
applicable intercept statute or intercept agreement.

The provisions of Act 85 of 2016 are not part of anmy contract with the holders of the Bonds and may be amended or repealed by
future legislation.

Act 85 is recent legislation. It is not clear how the Department would apply Act 85 in the event of a budget impasse. In
particular, in the absence of a fiscal agent agreement or other obligation to make a sinking fund deposit more than 10 days in advance
of a debt service payment date, timely payment of the impasse intercept by the Department relies on the required advance notice by
the Secretary of Education to legislative officials. As of the date of this Official Statement, no precedent or process for this advance
notice has been established.

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

BOOK-ENTRY ONLY SYSTEM

The information set forth below concerning The Depository Trust Company ("DTC") and the book-entry only system has
been extracted from materials provided by DTC for such purpose. No representation is made by the Authority, the School District
or the Underwriter as to the accuracy of such information provided by DTC or as to the absence of material adverse changes in such
information subsequent to the date hereof.

The Depository Trust Company (“DTC”), New York, New York, will act as securities depository for the Bonds. The 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 and interest rate of
each series of the Bonds set forth on the inside front cover page of this Official Statement, each in the aggregate principal amount of 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
“banking organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System, a “clearing corporation®
within the meaning of the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section
17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.8. equity
issues, corporate and municipal debt issues, and money market instruments (from over 100 countries) that DTC participants (“Direct
Participants™) deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities
transactions in deposited securities through electronic computerized book-entry transfers and pledges between Direct Participants’ accounts.
This eliminates the need for physical movement of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers
and dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The
Depository Trust & Clearing Corporation (“D7TCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation and
Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries.
Access to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies,
and clearing corporations that clear through or maintain a custodial relationship with a Direct Participant, either directly or indirectly
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(“Indirect Participants™). DTC has a Standard & Poor’s rating of: AA+. The DTC rules applicable to its Participants are on file with the
Securities and Exchange Commission. More information about the DTC can be found at www.dtee.com.

Purchases of the Bonds under the DTC system must be made by or through Direct Participants, which will receive a credit for the
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 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 Bonds, except in the event that use of
the book-entry only system for the 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 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 Bonds. DTC’s records reflect only the identity of the Direct Participants to
whose accounts such Bonds are credited, which may or may not be the Beneficial Qwners. 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 [ndirect Participants, and by Direct Participants and [ndirect 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 transmission to them of notices of significant events with respect to
the 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 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 the
notices be provided directly to them.

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

Neither DTC nor Cede & Co. (rior any other DTC nominee) will consent or vote with respect to the 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 School
District 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 such bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy).

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

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

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

The above information in this section concerning DTC and DTC’s book-entry system has been obtained from sources believed to
be reliable but the Authority and the School District take no responsibility for the accuracy thereof.

NONE OF THE AUTHORITY, THE SCHOOL DISTRICT NOR THE TRUSTEE WILL HAVE ANY RESPONSIBILITY OR
OBLIGATION TO PARTICIPANTS, BENEFICIAL OWNERS OR OTHER NOMINEES OF SUCH BENEFICIAL OWNERS FOR (1)
SENDING TRANSACTION STATEMENTS; (2) MAINTAINING, SUPERVISING OR REVIEWING, OR THE ACCURACY OF, ANY
RECORDS MAINTAINED BY DTC OR ANY PARTICIPANT OR OTHER NOMINEES OF SUCH BENEFICIAL OWNERS; (3)
PAYMENT OR THE TIMELINESS OF PAYMENT BY DTC TO ANY PARTICIPANT, OR BY ANY PARTICIPANT OR OTHER
NOMINEES OF BENEFICIAL OWNERS TO ANY BENEFICIAL OWNER, OF ANY AMOUNT DUE IN RESPECT OF THE
PRINCIPAL OF OR REDEMPTION PREMIUM, IF ANY, OR INTEREST ON BOOK-ENTRY BONDS; (4) DELIVERY OR TIMELY
DELIVERY BY DTC TO ANY PARTICIPANT, OR BY ANY PARTICIPANT OR OTHER NOMINEES OF BENEFICIAL OWNERS
TO ANY BENEFICIAL OWNERS, OF ANY NOTICE (INCLUDING NOTICE OF REDEMPTION) OR OTHER COMMUNICATION
WHICH IS REQUIRED OR PERMITTED UNDER THE TERMS OF THE INDENTURE TO BE GIVEN HOLDERS OR OWNERS OF
BOOK-ENTRY BONDS; (5) THE SELECTION OF THE BENEFICIAL OWNERS TO RECEIVE PAYMENT IN THE EVENT OF ANY
PARTIAL REDEMPTION OF BOOK-ENTRY BONDS; OR (6) ANY ACTION TAKEN BY DTC OR ITS NOMINEE AS THE
REGISTERED OWNER OF BOOK-ENTRY BONDS.



Discontinuance of Book-Entry-Only System

The book-entry system for registration of the ownership of the Bonds may be discontinued at any time if: (i) DTC determines to
resign as securities depository for the Bonds; or (ii) the Authority determines that continuation of the system of book-entry transfers through
DTC (or through a successor securities depository) is not in the best interests of the Beneficial Owners. In either such event (unless the
Authority appoints a successor securities depository), Bonds will then be delivered in registered certificate form to such persons, and in such
maturities and principal amounts, as may be designated by DTC, but without any liability on the part of the Authority, the School District, or
the Trustee for the accuracy of such designation. Whenever DTC requests the Authority, the School District or the Trustee to do so, the
Authority, the School District or the Trustee shall cooperate with DTC in taking appropriate action after reasonable notice to arrange for
another securities depository to maintain custody of certificates evidencing the Bonds.

REDEMPTION OF BONDS
Extraordinary Mandatory Redemption

The Bonds are subject to extraordinary mandatory redemption upon 30 days’ notice to the holder thereof by lot to the extent of
“available project proceeds™ remaining unexpended three vears from the date the Bonds are delivered (or, if an extension of the period for
expenditure has been granted by the Internal Revenue Service, then by the close of the extended period), in accordance with Section
54A(c)(2)(B) of the Code; said redemption to be effected within ninety (90) days from the end of said three (3) year period or the end of said
extended period upon payment of the Redemption Price of 100% of the principal amount thereof, with accrued interest accrued to the date
fixed for redemption; provided, however, that the Authority may rescind such extraordinary mandatory redemption and the notice thereof on
any date prior to the date of such redemption by the Authority curing the conditions that caused the Bonds to be subject to such redemption
(as determined by an opinion of Bond Counsel addressed to the Authority and the Owners of the Bonds) and causing written notice of such
cure and delivery of such opinion of Bond Counsel to be given to the Owners of the Bonds called for redemption in the same manner in
which notice of such redemption was originally given.

Notice of Redemption

Notice of any redemption shall be given by depositing a copy of the redemption notice by first class mail not more than sixty (60)
days and not less than thirty (30) days prior to the date fixed for redemption addressed to each of the registered owners of Bonds to be
redeemed, in whole or in part at the addresses shown on the registration books; provided, however, that failure to give such notice by mailing,
or any defect therein or in the mailing thereof shall not affect the validity of any proceeding for redemption of other Bonds called for
redemption as to which proper notice has been given.

On the date designated for redemption, notice having been provided as aforesaid, and money for payment of the principal and
accrued interest being held by the Paying Agent, interest on the Bonds and portions thereof so called for redemption shall cease to accrue
and such Bonds or portions thereof shall cease to be entitled to any benefit or security under the Resolution, and registered owners of such
Bonds or portions thereof so called for redemption shall have no rights with respect to such Bonds, except to receive payment of the principal
of and accrued interest on such Bonds to the date fixed for redemption.

Manner of Redemption

If a Bond is of a denomination larger than $5,000, a portion of such Bond may be redeemed. For the purposes of redemption,
a Bond shall be treated as representing that number of Bonds which is obtained by dividing the principal amount thereof by $5,000, each
$5,000 portion of such Bonds being subject to redemption. In the case of partial redemption of a Bond, payment of the redemption price
shall be made only upon surrender of such Bond in exchange for Bonds of authorized denominations in aggregate principal amount equal to
the unredeemed portion of the principal amount thereof.

[f the redemption date for any Bonds shall be a Saturday, Sunday, legal holiday or a day on which banking institutions in any
jurisdiction in which the designated corporate trust office of any authorized paying agent is located are authorized by law or executive order
to close, then the date for payment of the principal, premium, if any, and interest upon such redemption shall be the next succeeding day
which is not a Saturday, Sunday, legal holiday or a day on which such banking institutions are authorized or required to close, and payment
on such date shall have the same force and effect as if made on the nominal date of redemption.

SUMMARIES OF CERTAIN PROVISIONS
OF THE INDENTURE, THE LOAN AGREEMENT, THE GENERAL OBLIGATION NOTE, THE INTERCEPT AGREEMENT
AND THE LETTER AGREEMENT

Set forth below are brief descriptions of certain provisions of the Indenture, the Loan Agreement, the General Obligation Note, the
Intercept Agreement and the Letter Agreement. The Bonds are payable from payments due under the General Obligation Note and Loan
Agreement. These descriptions are brief summaries and do not purport to be and should not be regarded as complete statements of the terms
of the Loan Agreement, the General Obligation Note, the Intercept Agreement, the Indenture, the Letter Agreement or as complete synopses
thereof. Reference is made to the documents in their entirety, copies of which may be obtained from the Trustee, for a complete statement
of the terms and conditions therein.



The Indenture

Limited Obligations of the Authorify: The Bonds are special limited obligations of the Authority and are secured, on a parity basis
with all other Additional Bonds issued under the Indenture by a pledge and assignment to the Trustee of the Base Loan Payments
and other revenues or income derived by or for the Authority from or with respect to the Loan Agreement and all moneys to be paid
over to the Trustee under the provisions of the Indenture. The Authority has no taxing power. Neither the general credit of the
Anuthority nor the general credit or the taxing power of the Commonwealth or any political subdivision thereof (except the School
District’s obligation under the General Obligation Bond) has been pledged to secure the Bonds.

Pledge and Assignment of Certain Revenues: The Authority has pledged to the Trustee in the Indenture, a security interest in all Base Loan
Payments, and other sums payable to the Authority by the School District under the Loan Agreement (except the rights of the Authority to
receive notices, to indemnification and to payments of its fees and expenses thereunder) and all monies and income and receipts in respect
thereof held by the Trustee under the Indenture, except the Rebate Fund, for the benefit and security of the registered owners of the Bonds
and any Additional Bonds issued under such Indenture. The pledge made by the Authority in the Indenture and the covenants and agreements
set forth therein to be performed by or on behalf of the Authority are for the equal and ratable benefit and security of all present and future
owners of bonds (including the Bonds) issued under the Indenture, without preference, priority or distinction as to lien or otherwise, of any
one bond over any other bond, except as otherwise expressly provided or permitted by the Indenture.

Revenue Fund: All Base Loan Payments under the Loan Agreement and the General Obligation Bond (including amounts paid pursuant to
the Intercept Agreement) are required to be deposited in the Revenue Fund established with the Trustee at the times set forth in the Indenture.
All moneys in the Revenue Fund are required to be transferred by the Trustee at the times set forth in the Indenture to the various other Funds
established under the Indenture.

Sinking Fund: . There is established under the Indenture a Sinking Fund, which shall constitute a sinking fund for the Bonds, into which the
Trustee shall make annual Scheduled Sinking Fund Deposits as provided for in the Indenture. The monies on deposit in the Sinking Fund
shall be invested in United States Treasury Obligations — State and Local Government Series, at a yield not in excess of the “permitted sinking
fund yield” applicable to the Bonds as provided for in the Indenture; and applied to the payment, when due, of the maturing prineipal of the
Bonds as provided for in the Indenture.

Debt Service Fund: There is established under the Indenture a Debt Service Fund which shall be held by the Trusiee. The Trustee shall
transfer moneys in the Revenue Fund to the Debt Service Fund, on or before the date of any required or permitted payment of principal of
and interest on the Bonds, in an amount sufficient to make the interest payments due on the Bonds on each such date and to make principal
payments due on the Bonds and any other bonds issued under the Indenture on September 15 of each year commencing September 15, 2017.

Investment of Funds: Moneys held in the Revenue Fund, the Debt Service Fund and the Project Fund will be invested in accordance with
the [ndenture.

Additional Bonds: The Indenture permits under certain circumstances and conditions, the issuance of additional bonds for the purposes of
paying the Costs of undertaking or completing a School District Project or of paying the Costs of refunding all or any portion of any series
of Outstanding Bonds of the Authority issued on behalf of the School District or any obligation of the School District issued for a purpose
for which the Authority is authorized to issue bonds under the Act. The issuance of additional bonds under the Indenture requires, among
other requirements, the prior written approval of the Owners of not less than a majority in the principal amount of Bonds then Qutstanding
thereunder.

Default and Remedies: The Act provides remedies to the Bondholders in the event of default or failure on the part of the Authority to fulfill
its covenants under the Indenture. Under the Indenture, in the event of any defauit therein, the Trustee may enforce and upon written request
of the holders of 25% in principal amount of all bonds issued under the Indenture then outstanding accompanied by indemnity as provided
in the Indenture shall enforce, for the benefit of all Bondholders all their rights of entry, of bringing suit, action or proceeding at law or in
equity and of having a receiver appointed. Neither the Trustee nor any receiver, however, may sell, assign, mortgage, or otherwise dispose
of any assets of the Authority. For more complete statement of rights and remedies of the Bondholders and for limitations thereon, reference
is made to the Indenture.

Modifications and Amendments: Amendments to the Indenture are permitted without consent of Bondholders for certain purposes, including
the imposition of additional restrictions and conditions respecting the issuance of Additional Bonds, the addition of covenants and agreements
by the Authority, the medification of the Indenture to conform the same with governmental regulations (so long as the rights of the
Bondholders are not adversely affected thereby), the curing of any ambiguity, defect or inconsistency in the Indenture, and the making of
provision for matters which are necessary or desirable and which do not adversely affect the interests of Bondholders. Certain other
modifications may be made to the Indenture, but only with the consent of the Authority and the owners of not less than 66 2/3% in principal
amount of Qutstanding (as defined in the Indenture) Bonds issued under the Indenture.

Defeasance. When the principal or redemption price (as the case may be) of all Bonds issued under the Indenture, together with the interest
thereon, have been paid, or there shall have been irrevocably deposited with the Trustee either moneys in an amount which shall be sufficient,
or there shall be established a refunding trust or escrow agreement (the “Escrow Agreement”) and into which there shall be deposited
Defeasance Obligations the principal of and the interest or other income on which when due will provide money which shall be sufficient to
pay when due the principal or redemption price of all bonds issued under the Indenture and interest thereon due or to become due to the date
or dates of maturity or redemption, as well as all other sums payable under the Indenture by the Authority with respect to all bonds issued
under the Indenture (together with a verification report in the case of an advance refunding), the Indenture shall cease to be of further effect
(except as to (i) rights of registration of transfer and exchange; (ii) substitution of mutilated, destroyed, lost or stolen bonds; (iii) rights of
Owners of all bonds issued under the Indenture to receive payments of principal or redemption price, as applicable, and interest when due
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from amounts deposited pursuant to this provision; (iv) the obligations of the Authority with respect to rebate to the United States; and (v)
rights, obligations and immunities of the Trustee under the Indenture), and the Trustee upon request of the Authority (and payment of all
compensation and reimbursement of expenses then due and owing the Trustee) shall release the Indenture and the lien thereof and shall
execute such documents to evidence such release as may be reasonably required by the Authority and shall turn over to the Authority or to
such person, body or authority as may be entitled to receive the same all property pledged under the Indenture and any and all balances
remaining in any fund or account established under the Indenture (except amounts deposited or reserved in any fund or account to pay the
principal or redemption price of or interest on all bonds issued under the Indenture, and amounts on deposit in the Rebate Fund). The Trustee
shall not be required to take any such action unless it shall have received an opinion of bond counsel, addressed to the Trustee, the Authority
and the School District, to the effect that (1) the Escrow Agreement is valid and enforceable, if applicable, and (2) that all conditions precedent
provided therein for such release, cancellation and discharge have been satisfied and that no bonds issued under the Indenture are outstanding
thereunder. Thereafter, all bonds issued under the [ndenture shall be payable solely from the property deposited and pledged pursuant to this
provision.

Deposit of Funds for Payment of Bonds: 1T there is deposited with the Trustee cash or Defeasance Obligations acceptable to the Trustee as
provided in the paragraph immediately above, sufficient to pay the principal or redemption price of any particular Bond or thereafter becoming
due, either at maturity or by call for redemption or otherwise, together with all interest accruing thereon to the due date, interest on such Bond
shall cease to accrue and, except as provided herein, all liability of the Authority with respect to such Bond shall cease. Thereafter, upon
receipt by the Trustee of an opinion of nationally recognized bond counsel addressed to the Trustee, the Authority and the School District
that such Bond are no longer “Outstanding™ under the Indenture, such Bond shall be deemed not to be Outstanding under the Indenture and
the Owner or Owners of such Bond shall be restricted exclusively to the funds so deposited for any claim whatsoever with respect to such
Bond and the Trustee shall hold such funds in trust for such Owner or Owners.

Deposit of Funds for Payment of all Bonds: 1f the Authority deposits with the Trustee cash or Defeasance Obligations acceptable to the
Trustee as aforesaid sufficient to pay the principal and interest as above required on all of the bonds issued under the Indenture then remaining
outstanding, then in addition the Trustee shall reassign to the Authority and the Authority shall cancel and return to the School District the
Loan Agreement and the assignment of the Base Loan Payments which were a pledged to the bonds under the Indenture.

The Loan Agreement

Loan Payments: The School District agrees to pay to the Authority or its assignee the principal of, premium (if any) and interest on or related
to the Bonds whether upon maturity, redemption, acceleration or otherwise and the Scheduled Sinking Fund Deposits (the “Base Loan
Payments™) in installments which, as to amounts, will be sufficient to pay the principal of the Bonds, premium (if any) on the Bonds, and
interest on or related to the Bonds when due. Such payments are to be made on the last Thursday of each March and August preceding the
date on which a mandatory sinking fund deposit or interest payment date has been established for the Bonds under the Indenture. The Loan
Agreement provides that it is the intention of the Authority and the School District that, notwithstanding any other provision of the Loan
Agreement, the Trustee, as assignee of the Authority, will receive funds from or on behalf of the School District at such times and in such
amounts as will enable the Authority to meet all of the obligations under the Bonds and any related documents, agreements or instruments
including any such obligations (exclusive of the Authority’s right to payment of certain fees and expenses, to receive notices and to
indemnification) surviving the payment of the Bonds or any other related document, instrument or agreement,

Obligations Unconditional: The obligations of'the School District to promptly and timely make all loan payments and certain other payments
required under the Loan Agreement are absolute and unconditional, and the School District will make such payments without abatement,
diminution or deduction regardless of any cause or circumstances whatsoever including without limitation any defense, set-off, recoupment
or counterclaim which the School District may have or assert against the Authority, the Trustee or any other Person, whether express or
implied, or any duty, liability or obligation arising out of or connected with the L.oan Agreement, it being the intention of the parties that the
payments required of the School District will be paid promptly and timely in full when due without any delay or diminution whatsoever,
Base Loan Payments required to be paid by or on behalf of the School District under the Loan Agreement will be received by the Authority

“or the Trustee net of any other revenues available under the terms of the Indenture on the date when a Base Loan Payment is due and the
School Distriet agrees to pay or cause to be paid all charges against, or which will diminish, such net sums.

Assignment of Authority’s Rights; General Obligation of the School District: The Bonds will be secured under the Indenture by the
assignment to the Trustee of all right, title and interest of the Authority in and to the Loan Agreement (except for the Authority’s right to
payment of certain fees and expenses, to receive notices and to indemnification) including all Loan Payments and other amounts payable
thereunder and the General Obligation Note. The Loan Agreement, including the obligation to make all loan payments thereunder, is a general
obligation of the School District. Notwithstanding the foregoing, only the obligation to make the Base Loan Payments under the Loan
Agreement is secured by the full faith, credit and taxing power of the School District, as evidenced by the General Obligation Note in
accordance with the terms thereof, and such pledge is specifically enforceable under the Debt Act pursuant to the approval of proceedings
filed by the School District with the Pennsylvania Department of Community and Economic Development for the incurrence of debt with
respect to the General Obligation Note. To secure the payment of Base Loan Payments and the obligations to the Trustee with respect thereto,
the Authority is pledging and assigning, without recourse, to the Trustee all the Authority’s rights in, to and under the General Obligation
Note. The School District covenants and agrees that it shall: (i) include all payments due under the Loan Agreement and under the General
Obligation Note for each fiscal year in which such payments are payable in its budget for that year; (ii) appropriate such amounts from its
general revenues for such payments; and (iii) duly and punctually pay or cause to be paid from its sinking fund or any other of its funds or
revenues such payments.

Covenants: Under the Loan Agreement, the School District makes certain covenants, including without limitation, to comply with all laws,
to maintain insurance in such customary amounts as set forth in the Loan Agreement and to prepare certain financial statements and reports.
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The General Obligation Note

Pursuant to the Loan Agreement, the School District will execute and deliver to the Authority its General Obligation Note, pursuant
to which the School District will make payments to the Authority in the amounts and at the times set forth therein, which amounts will be
sufficient for the payment by the Authority of the principal of and interest on the Bonds.

The General Obligation Note is issued pursuant to the School District Resolution and the Local Government Unit Debt Act of the
Commonwealth of Pennsylvania, as codified at 53 Pa.C.S. Section 8001 ef seg., as amended (the “Debt Act™). The issuance of the General
Obligation Note by the School District and the incurrence of the indebtedness evidenced by the General Obligation Note have been approved,
as required by the Debt Act, by the Department of Community and Economic Development of the Commonwealth. The School District has
covenanted in the Loan Agreement and the General Obligation Note that it shall (i) include the amount of Base Loan Payments payable for
each fiscal year in which such payments are payable in its budget for that year, (ii) appropriate such amounts from its general revenues for
the payment of such Base Loan Payments, and (iii) duly and punctually pay or cause to be paid from its sinking fund or any other of its
revenues or funds the principal of and the interest on the General Obligation Note at the dates and places and in the manner stated in the
General Obligation Note. For such budgeting, appropriation and payment, the School District has pledged its full faith, credit and taxing
power. This covenant is specifically enforceable; subject, however, as to the enforceability of remedies, to any applicable bankruptey,
mmsolvency, moratorium or similar laws or equitable principles affecting the enforcement of creditors’ rights generally. Nothing in this
paragraph should be construed to give the School District any taxing power not granted by another provision of law. The School District
further promises to budget, appropriate and pay all amounts required to pay the Additional Payments, as defined and required under the Loan
Agreement.

The Intercept Agreement

The Authority, the State Treasurer, the School District and the Department will enter into the Intercept Agreement, which agreement
will be acknowledged and accepted by the Trustee pursuant to the authority of Section 7-783(b) of the Public School Code wherein:

(i) the School District instructs and directs the Department to provide notice to the State Treasurer, that the State Treasurer shall
withhold from the Commonwealth appropriations due to the School District on the last Thursdays of February and August of each year,
commencing on the last Thursday in August 2017, the amounts set forth in an exhibit to the Intercept Agreement, which amounts will be
used to pay the debt service due or sinking fund deposits and interest payment due on the Bonds on each March 15 and September 15,
commencing September 15, 2017 (the “Scheduled Amounts™), and to make payment of the Scheduled Amounts directly to the Trustee, as
assignee of the Authority under the Loan Agreement;

(ii) to the extent that the State Treasurer receives from the Department the appropriate voucher transmittal on or prior to the last
Thursdays of February and August of each fiscal year, the State Treasurer agrees to pay the Scheduled Amounts from any Commonwealth
appropriations directly to the Trustee, as assignee of the Authority under the Loan Agreement. If in any February and August the
appropriations from the Commonwealth are insufficient to pay the Scheduled Amounts, and the School District fails to transfer to the Trustee
the amount of the deficiency as provided in the Intercept Agreement, and as described in (iii) below, upon notice to the Department from the
Trustee of such failure, the Department shall voucher the unpaid amount from the next appropriation due to the School District and deliver a
voucher transmittal for such amount directly to the State Treasurer for payment to the Trustee until any deficiency is cured;

(iii) if on any Appropriation Payment Date, the Trustee receives less than the amount due on that Appropriation Payment Date
from the State Treasurer, the Trustee shall immediately give notice of the deficiency to the School District, the Authority, the Department
and the State Treasurer. The School District will transfer the amount of the deficiency, in immediately available funds, to the Trustee within
two Business Days of receipt of notice of the deficiency from the Trustee. In the event that the School District fails to satisfy timely the
deficiency in full as provided in the immediately preceding sentence, the Trustee shall immediately give notice of such failure, including the
amount of the deficiency, to the Department, the State Treasurer, the Authority and the School District. Upon receipt of such notice from
the Trustee, the Department shall voucher the unpaid amount from the next appropriation due to the School District, as provided in the
Intercept Agreement; and

(iv) the Authority and the School District direct the Trustee to credit payments made by the State Treasurer pursuant to the terms
of the Intercept Agreement to the Base Loan Payments required to be made by the School District under the Loan Agreement and to use the
same to pay debt service on the Bonds in accordance with the terms and provisions of the Indenture. Amounts paid by the State Treasurer
directly to the Trustee, as assignee of the Authority, will be made in satisfaction of a portion of the Base Loan Payments required to be paid
by the School District under the Loan Agreement in any such fiscal year.

The Letter Agreement

In connection with the issuance of the Authority’s School Revenue Bonds (Chester Upland School District Project) Series of 2014
(the “2014 Bonds™) issued on behalf of the School District, the School District entered into a letter agreement (the “Agreement”) with PNC
Bank, National Association, as the sole bond purchaser of the 2014 Bonds (the “Sole Owner™) under which the School District, inter alia,
covenanted and agreed to (1) reimburse the Sole Owner for any expenses incurred as a result of a change in the basis of taxation on the 2014
Bonds or a reduction in the rate of return as a result of a Change in Law (as defined in the Agreement), (2) to timely pay any applicable taxes
and (3) to deliver within 180 days of the end of its fiscal year, its audited financial statements to the Sole Owner. The Agreement lists certain
events of default, including (1) an Event of Default (as defined in the Sublease), (2) a default in any other loan between the School District
and the Sole Owner, and (3) the downgrading below Baa3 by Moody's Investors Service, Ine,, withdrawal, or suspension of any rating by
Moody's Investors Service, Inc. of the Commonwealth of Pennsylvania's State Intercept Program. The remedies available upon an event of
default under the Agreement include acceleration of amounts due under the 2014 Bonds or specific performance by the Sole Owner of any

12



covenant of which the School District is in default. The above list of events of default and remedies is not inclusive of all of events of default
or remedies and interested prospective purchasers may obtain a copy of the Agreement from the School District or Trustee. PNC Bank, N.A.,
continues to be the sole owner of the 2014 Bonds and has consented to the partial refunding of the 2014 Bonds and the issuance of additional
bonds under the trust indenture securing the 2014 Bonds.

THE SCHOOL DISTRICT

Introduction

The School District is located in the County of Delaware, Pennsylvania (the “County™) in the southeast corner of the
Commonwealth, approximately midway between the cities of Philadelphia, Pennsylvania and Wilmington, Delaware, The School District
is comprised of the City of Chester, the Borough of Upland and the Township of Chester, all located in the County. The School District
covers an area of approximately 6.81 square miles along the Delaware River. The 2010 U.S. Census population served by the School District
is approximately 41,173,

School District Governance

As a result of having been declared a “distressed” school district in 1994 pursuant to Section 691 of the Public School Code, the
School District was governed by a three member Board of Control which, pursuant to Section 693 of the Public School Code, was empowered
and authorized “to exercise all rights, powers, privileges, prerogatives and duties imposed or conferred by law on the board of school directors
of the distressed district, and the Board of School Directors shall have no power to act without the approval of the special Board of Control.”

In May 2000, the Pennsylvania General Assembly passed and the Governor signed the Education Empowerment Act (the
“Education Empowerment Act”). Effective July 1, 2000, the School District was certified as an Education Empowerment District. In March
2007, the Department determined that the School District demonstrated sufficient progress toward financial stability to terminate its status as
a “distressed” school district and thereafter appointed a three person Education Empowerment Board pursuant to the Education Empowerment
Act to maintain oversight over the continued improvement of the School District. The power of the Education Empowerment Board, which
had authority to operate the School District pursuant to the Education Emipowerment Act, lapsed on June 30, 2010, the date on which the
Education Empowerment Act expired by its own terms. Control of the School District reverted back to the elected Board of School Directors
on July 1, 2010 with financial oversight from the Commonwealth’s Secretary of Education.

On December 13, 2012, the School District was placed in receivership for a term of three years, which was extended afterwards
and continues today. The Receiver is responsible for the governance of the School District other than the setting of real estate tax rates. The
Receiver is likewise responsible for the development of a Financial Recovery Plan and directing the School District in meeting its objectives.
The Revised Amended Financial Recovery Plan is provided in Appendix D, hereto.

The Receiver is empowered with the authority to modify the financial recovery plan as necessary to restore the School District to
financial stability by submitting a petition to the Pennsylvania Court of Common Pleas. Within seven days of filing a petition to modify the
financial recovery plan, the Court of Common Pleas will issue a decision either approving or disapproving the petition. The petition to
modify the financial recovery plan shall be approved unless the court finds by clear and convincing evidence that the modification is arbitrary,
capricious or wholly inadequate to restore the School District to financial stability,

The current receiver is Mr. Peter Barsz, CPA (together with any successors, the “Receiver™).

Please refer to “APPENDIX A - Certain Financial and Other Information Relating to the Chester Upland School District,”
“APPENDIX B — School District Single Audit Report for the Fiscal Year Ended June 30, 2015,” “APPENDIX C - School District
Annual Financial Report for the Fiscal Year Ending June 30, 2016 and “APPENDIX D — Demographic and Economic Information
Relating to the Chester Upland School District” for a detailed descriptions of various aspects of the School District.

BONDHOLDERS' RISKS

Investment in the Bonds involves substantial risks. The following information should be considered by prospective investors
in evaluation of the Bonds, However, the following does not purport to be an exclusive listing of risks and other considerations which
may be relevant to investing in the Bonds, and the order in which the following information is presented is not intended to reflect the
relative importance of any such risks. Other factors which could result in a reduction of revenues available to the School District’s
ability to fulfill the terms of its obligations under the Loan Agreement and the General Obligation Note, both as defined herein are
discussed elsewhere in this Official Statement.

Inability to Raise Taxes

The School District has operated at a deficit in prior years and has used borrowed funds to cover operating losses. Based on its past
performance and the other risk factors discussed in this Official Statement, there can be no assurance that the School District will be able to
meet its financial commitments with respect to the Bonds. If the Commonwealth appropriation is insufficient to pay the entire debt service
on the Bonds at any time, the School District may not be able to raise taxes to cover the shortfall. A tax increase could result in an even
higher level of delinquencies and, perhaps, lower percentages of collections (see Table A-9 in Appendix A). Even ifit is able to do so, there
would be a lag time of up to one year before the new tax rate would result in additional collections, with the School District having to cover
the difference in the interim through borrowings, assets sales or other revenue sources.
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Outstanding Debt

The School District will, after the sale of the Bonds, have approximately $88.510,000 of long-term debt outstanding with annual
debt service as illustrated in Table A-11 in Appendix A.

In addition, the School District engages in short term borrowing in the form of tax anticipation notes.

The School District has prior intercept agreements related to its outstanding bonds. All of the bonds and notes listed on Table A-11
have equal priority, and in the event of a default, holders of the Bonds would share in the assets of the School District with all other holders
of outstanding bonds and notes and other creditors having equal priority. The successful operation of the Intercept Agreement depends on
the performance of certain administrative actions by the parties thereto (e.g., the Department’s delivery to the State Treasurer prior to each
Appropriation Payment Date of an appropriate voucher transmittal) and the availability of adequate appropriations which can be withheld for
payment on the applicable Appropriation Payment Dates or the successful operation of the provisions of the Fiscal Code added by Act 85
applicable in the case of a Commonwealth budget impasse.

[t is important to note that any use of Commeonwealth subsidy amounts to pay debt service reduces the amount of revenue otherwise
available for School District operations and expenses.

The Bonds shall not be deemed to be a debt of the Commonwealth or a pledge of the faith and credit of the Commonwealth.

Impact of Charter Schools

Currently there are three charter schools located within the boundaries of the School District: Charter School of the Arts, Chester
Community Charter School and the Widener Partnership Charter School. The enrollment in June 2016 was approximately 3,501 students.
In addition, approximately 376 resident students attend cyber charter schools. These charter schools have combined enrollment of
approximately 3,877 students, constituting approximately 54.3% of the School District’s student population. '

Payments for each student enrolled in a charter school are made by the school district in which the student resides. The payments
are made monthly and are based on a formula established by the Commonwealth. For the fiscal year 2016-17, the net cost to the School
District of providing charter school education for students residing within the School District’s boundaries is anticipated to be approximately
$55,200,000.

The result in the increased payments to the charter schools by the School District as a result of decreasing School District enrollment
may severely undermine the ability of the School District to balance its budget and may affect its ability to meet its debt service obligation
on the Bonds and possibly continue to operate its schools.

By orders of President Judge Chad F. Kenney on October 9 and 29, 2015, the District’s Financial Recovery Plan was amended.
The amendment modified the Special Education Tuition Rate agreed upon by the School District, the Pennsylvania Department of Education,
Chester Community Charter School, Chester Charter School for the Arts and Widener Partnership Charter School. A memorandum of
understanding was entered into which sets forth the terms of the modified charter school rates. As a matter of equity, the orders were extended
to all other charter schools through school year 2024-2025, The President Judge also ordered that the Commonwealth of Pennsylvania match
the savings realized by the School District from this change, which is expected to total over $20 million through school year 2024-2025.

These orders were appealed by the charter schools not mentioned in the memorandum of understanding. The Orders were also
appealed by the Department with regard to matching funds to be paid by the Commonwealth. A final decision as to this change in charter
schoo! funding has not been reached yet.

School District’s Ability to Generate Revenues

The School District has directed that-a portion of the School District’s subsidy from the Commonwealth be paid directly to the
Trustee to make scheduled debt service payments. Presently the School District has projected receipt of $96,538,515 in appropriations from
the Commonwealth for fiscal year 2016-17, and is obligated to pay a maximum of approximately $8,900,000 in annual debt service on its
existing obligations beginning fiscal year 2019 (see Appendix A, Table A-13, “Debt Service Requirements”). The use of Commonwealth
subsidy amounts to pay debt service on the Bonds reduces the amount of revenues otherwise available to the School District for its operating
expenses.

The assessed valuation of real property in the School District has decreased since 2000, although recent years have reversed this
trend modestly, and its population has steadily declined since 1960. Due to the foregoing and other financial and economic factors, each of
which reduces the School District’s tax base, the School District cannot assure the Bondholders that it will be able to decrease expenses or
increase taxes which will be collectible in amounts sufficient to pay the debt service on the Bonds.

However, in May 2016, Pennsylvania legislators passed House Bill 1552, which will provide additional funding in excess of $12
million annually to the School District in perpetuity. This is expected to significantly strengthen School District finances over time.

[n preparing the 2016-17 budget, the School Board of Directors did not anticipate any material increases in revenue (other than
above); therefore the balancing of the budget is expected to be achieved by decreasing the expenses by overall staff reductions, increasing
class size, renegotiating collective bargaining agreements for all union contracts, offering an Early Retirement Package, eliminating some
instructional and non-instructional programs and re-negotiating or eliminating various service contracts.
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School District’s Financial Status

The School District continues to face financial challenges. The School District is located in an economically distressed area of the
Commonwealth which is undertaking various efforts to stimulate economic revitalization. However, while the municipal governments take
this action, the School District must carefully consider local taxation decisions so as to not further harm the economic viability of the area.
In addition, certain municipal efforts toward economic development actually limit or delay School Dlsmct property tax growth as a result of
tax abatements and other concessions on certain real property.

The School District has had a high concentration of students requiring costly special education services and has a limited ability to
control costs of these services.

In addition, the Pennsylvania charter school law provides for the creation of schools outside the direct control of a school district,
which provide education to students according to the school’s respective charter. The school district in which the charter school student lives
is required to pay a per student amount to the charter school to provide for the education of the student. The school district pays the prescribed
amount to the charter school, but cannot immediately recover the amount by an equivalent reduction in school district costs. Over the past
several years, the School District has made reductions to staffing and buildings in order to reduce cost as a result of movement of students to
charter schools; however, the cost reductions must necessarily lag behind the movement of students by a year or more.

The School District has experienced operating deficits over many of the past several years. The School District’s ability to balance
its budget is dependent upon the successful implementation of a comprehensive plan to address the financial impact of changes in state and
federal funding, reliance upon local revenue sources, changes in charter schools’ funding formula, special education challenges, changes in
student population, unfunded mandates and other factors affecting operating, transportation, labor, medical and pension costs.

State Appropriation Risk

While the Commonwealth’s appropriations to the School District were not interrupted during previous budget impasses, there is
no assurance future budget impasses may prevent the Commonwealth from appropriating subsidies to the School District, Act 85 (described
later herein) notwithstanding. (See “Act 85 of 2016” herein.)

TAX MATTERS
State Tax Matters

In the opinion of Co-Bond Counsel, the Bonds, and the interest income therefrom, are free from taxation for purposes of personal
income, corporate net income and personal property taxes within the Commonwealth of Pennsylvania.

The residence of a holder of a Bond in a state other than Pennsylvania, or being subject to tax in a state other than Pennsylvania,
may result in income or other tax liabilities being imposed by such other state or its political subdivisions based on the interest or other
income from the Bonds.

Federal Income Tax Treatment of the Bonds
Interest on the Bonds is includible in gross income for federal income tax purposes.
Additional Federal Income Tax Considerations Relating to ihe Bonds

The following is a summary of certain anticipated federal income tax consequences of the purchase, ownership and disposition of
the Bonds. The summary is based upon the provisions of the Code, the regulations promulgated thereunder and the judicial and administrative
rulings and decisions now in effect, all of which are subject to change, possibly with retroactive effect, or differing interpretations. This
summary does not purport to address all aspects of federal income taxation that may atfect particular investors in light of their individual
circumstances, nor certain types of investors subject to special treatment under the federal income tax laws, including but not limited to
financial institutions, insurance companies, dealers in securities or currencies, persons holding a Bond as a hedge against currency risks or
as a position in a “straddle” for tax purposes, or persons whose functional currency is not the United States dollar. This summary focuses
primarily on investors who will hold the Bonds as “capital assets” (generally, property held for investment within the meaning of Code
Section 1221), but much of the discussion is applicable to other investors. Potential purchasers of the Bonds should consult their own tax
advisors in determining the federal, state or local tax consequences to them of the purchase, ownership and disposition of the Bonds.

Taxability of Stated Interest and Principal of the Bonds. In general, interest payable to holders of Bonds who are not exempt from
federal income tax will be treated as ordinary income, in the vear paid, in the case of cash basis taxpayers, or the year accrued, in the case of
accrual basis taxpayers. Principal payments on the Bonds, other than those attributable to any market discount, will be treated as return of
capital.

Acguisition Premium. The holder of a Bond will be treated as having amortizable premium to the extent (if any) by which the
holder’s initial basis in the Bonds exceeds the outstanding principal amount of the Bond. Provided that the holder makes an election under
Section 171 of the Code (or made such an election after October 22, 1986), the amount of any amortizable bond premium may be amortized
over the term of the Bond and treated as a reduction of such holder’s taxable interest income from the Bond each year, in which case the
holder’s basis in the Bonds will be reduced by the amortized amount. '
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The election under Section 171 of the Code to amortize bond premium applies to all taxable debt obligations then owned and
thereafter acquired by a holder of a Bond, and may be revoked only with the consent of the Internal Revenue Service. HOLDERS SHOULD
CONSULT THEIR OWN TAX ADVISORS REGARDING THE ADVISABILITY OF MAKING AN ELECTION TO DEDUCT
AMORTIZABLE BOND PREMIUM AND THE APPROPRIATE METHOD OF MAKING SUCH AN ELECTION.

Market Discount. A holder who purchases a Bond from a prior holder for a price below the adjusted issue price of a Bond (which
generally will equal the remaining principal amount of such Bond) will, subject to certain de minimis rules, be treated as having purchased
the Bond for a market discount. The amount of any market discount will be deemed to accrue over the remaining maturity of the Bond in
accordance with the constant yield to maturity of accounting, and will have to be taken into account by the holder of a Bond as ordinary
income for federal income tax purposes. Accrued market discount generally only has to be taken into account as ordinary income as principal
payments are received, or upon the recognition of gain from the disposition of the Bonds, provided that the holder may elect to include market
discount in income as it accrues.

A holder of a Bond acquired at a market discount may also be required to defer, until the maturity date of such Bond or its earlier
disposition in a taxable disposition, the deduction of a portion of interest that the holder paid or accrued on indebtedness incurred or
maintained to purchase or carry the Bonds. This deferral rule does not apply if the holder of such Bond elects to include the market discount
in income for the tax years to which it relates. Prospective purchasers who intend to purchase Bonds from an existing holder at a market
discount should consult their own tax advisors regarding the inclusion of market discount in taxable income as ordinary income, the election
to include market discount in income as it acerues, and the possible deferral of a portion of the interest deductions attributable to indebtedness
incurred or maintained to purchase or carry Bonds at a market discount.

Sale or Redemption of the Bonds. A holder of a Bond’s tax basis for such Bond is the price such holder pays for the Bond, increased
by an accruals of market discount, if applicable, and reduced by (a) payments received other than “qualified periodic interest” and (b)
amortized bond premium, Gain or loss recognized on a sale, exchange or redemption of a Bond, measured by the difference between the
amount realized and the Bond’s basis as so adjusted, will generally give rise to capital gain or loss if the Bond is held as a capital asset.
Defeasance of the Bonds may result in a reissuance thereof, in which event a holder will also recognize taxable gain or loss as discussed in
the previous sentence. In the case of a subsequent holder, a portion of any gain will generally be treated as ordinary income to the extent of
any market discount accrued to the date of disposition which was not previously reported as ordinary income.

Medicare Tax. Under the “Health Care and Education Reconciliation Act of 2010,” income from the Bonds may also be subject to
a 3.8 percent “medicare tax” imposed for taxable years beginning after 2012. This tax will generally apply to your net investment income if
your adjusted gross income exceeds certain threshold amounts, which are $250,000 in the case of married couples filing joint returns and
$200,000 in the case of single individuals.

Backup Withholding. A holder of a Bond may, under certain circumstances, be subject to “backup withholding” at a specified rate
prescribed in the Code with respect to interest on the Bonds. This withholding generally applies if the holder of a Bond (a) fails to furnish
the Trustee with its taxpayer identification number (“TIN™); (b) furnished the Trustee an incorrect TIN; {¢) fails to report property interest,
dividends or other “reportable payments” as defined in the Code, or (d) under certain circumstances, fails to provide the Trustee or its
securities broker with a certified statement, signed under penalty of perjury, that the TIN provided is his correct number and that the holder
is not subject to backup withholding. Backup withholding will not apply, however, with respect to payments made to certain holders of
Bonds, including payment to certain exempt recipients (such as exempt organizations) and to certain Nonresidents (as defined below).
Owners of the Bonds should consult their tax advisors as to the qualification for exemption from backup withhelding and the procedure for
obtaining the exemption.

The Trustee will report to the holders of the Bonds and to the IRS for each calendar year the amount of any “reportable payments”
during such year and the amount of tax withheld, if any, with respect to payments on the Bonds.

Foreign Holders. Under the Code, interest with respect to Bonds held by nonresident alien individuals, foreign corporations or other
non-United States persons (“Nonresidents™) generally will not be subject to the United States backup withholding tax if the Trustee (or other
person who would otherwise be required to withhold tax from such payments) is provided with an appropriate statement that the beneficial
owner of a Bonds is a Nonresident. Under present United States federal income tax law, if you are a non-United States holder of a Bond the
Trustee will not be required to deduct United States income withholding tax from payments of principal and interest to you if, in the case of
interest, () in general, you are not a bank or controlled foreign corporation that is related to the issuer through stock ownership, and (b) you
provide to the Trustee or a U.S. payor, a form W-8BEN, Certificate of Foreign Status of Beneficial Owner for United States withholding,
signed under penalties of perjury, that you are not a United States holder and provide your name and address and such other certificates as
may be necessary to support the facts under (a). The withholding tax, if applicable, may be reduced or eliminated by an applicable tax treaty.
However, interest that is effectively connected with a United States business conducted by a Nonresident holder of a Bond will generally be
subject to the regular United States income tax.

QZAB Program Requirements

Overview. Qualified Zone Academy Bonds (“QZABs”) involve numerous program requirements including, among other things,
an eligible local issuer restriction, a 100% qualified use of available project proceeds test, a 10% private business contribution requirement,
a local education agency approval requirement, a maturity restriction and a volume cap restriction. This section summarizes certain QZAB
program requirements.

Section S4E of the Code permits the Authorily to issue taxable bonds known as “Qualified Zone Academy Bonds” to finance (a)
the rehabilitation or repair of the public school facility in which the “Qualified Zone Academy” (as defined in Section 54E(d)(1) of the Code)
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is established, (b) the provision of equipment for use at a Qualified Zone Academy, (c) the development of course materials for education to
be provided at a Qualified Zone Academy or (d) the training of teachers and other school personnel at a Qualified Zone Academy.

In the Authority Resolution, the Authority designated the QZAB Bonds as Qualified Zone Academy Bonds pursuant to Section
54E of the Code.

Allocation of National Volume Limitation. A national limitation on the amount of bonds that may be designated as QZABs applies
for each calendar year under Section 54E(c) of the Code. The annual national limitation is allocated among the states by the Secretary of the
Treasury. On September 21, 2016, the Pennsylvania Department of Education awarded the District a total of $7,500,000 in QZAB allocation
from the Commonwealth’s QZAB allocation with the stipulation that such bonds be issued no later than December 31, 2018.

FEligible Local Issuer. Eligible issuer of QZABs includes states or political subdivisions located in the jurisdiction in which the
qualified zone academy is located.

100% of the Available Project Proceeds Test. The 100% use of the available project proceeds tests generally requires that 100% of
the “available project” proceeds (as defined in Section 54A(e)(4) of the Code) of an issue of QZABs be used for any “qualified purpose™
under Section 54E(d)(3) of the Code with respect to a “qualified zone academy’ under Section 54E(d)(1) of the Code which is established
by an eligible local education agency. In addition, the issuer must reasonably expect, as of the issue date, that () at least 100% of the available
project proceeds will be spent for qualified purposes of the issue within three years from the issue date, unless the Secretary of the Treasury
extends such period upon the issuer’s request and meeting certain requirements, and (b) a binding commitment with a third party to spend at
least 10% of the available project proceeds of the issue will be incurred within six months from the issue date. For these purposes, “available
project proceeds” means the excess of the sale proceeds of the QZAB Bonds over the issuance costs financed with proceeds of the QZABs
(to the extent that such costs do not exceed two percent of such sale proceeds) and investment proceeds on such excess. To the extent that
less than 100% of the available project proceeds are expended by the close of the three-year period (or the extended period), the issuer is
required to redeem all of the nonqualified QZABs (the amount of which is determined in the same manner as under Section 142 of the Code)
within 90 days after the end of such period pursuant to Extraordinary Mandatory Redemption (as described herein).

Qualified Purposes. “Qualified Purposes” for uses of proceeds of QZABs with respect to a qualified zone academy under Section
54E(d)(3) of the Code include rehabilitating or repairing the public school in which the academy is established, providing equipment for use
at such academy, developing course materials for education to be provided at such academy, and training teachers and other school personnel
in such academy. For purposes of complying with Commonwealth law, proceeds of the QZAB Bonds will be used to pay costs of
improvements to the heating, ventilation and air conditioning system at Chester High School.

Qualified Zone Academy. A *qualified zone academy” under Section S4E(d)(1) of the Code includes any public school or academic
program within a public school which is established by and operated under the supervision of an eligible local education agency to provide
education or training below the post-secondary level if the four requirements described below are met. First, the public school or program
must be designed in cooperation with business to enhance the academic curriculum, increase graduation and employment rates, and better
prepare students for the rigors of college and the increasingly complex workforce. Second, students in the public school or program must be
subject to the same academic standards and assessments as other students educated by the local education agency. Third, the comprehensive
education plan of such public school or program is approved by the eligible local education agency. Fourth, either, (a) the public school is
located in an empowerment zone or enterprise community (with this determination of whether the public school is located in such a zone or
community being made on a one-time basis as of the issue date of the QZABs); or (b) there is a reasonable expectation as of the issue date
of the QZABs that at least 35% of the students attending the public school or program will be eligible for free or reduced-cost lunches under
the school lunch program established under the national School Lunch Act.

10% Private Business Contribution Requirement. The 10% private business contribution requirement under Section 54E(b) of the
Code requires that the eligible local education agency which established the qualified zone academy have “written commitments™ from
eligible private entities to make “qualified contributions” having present value as of the issue date of the QZABs of at least 10% of the
proceeds of the issue. The issuer of QZABs must certify that it has “written assurance™ that the private business contribution requirement
will be met. The School District entered into a contract with the National Education Foundation, pursuant to which the District will receive
private contributions of twoyear licenses to use certain software for use at Chester High School having an aggregate present value as of the
issue date of the Bonds of not less than 10% of the proceeds of the Bonds.

Local Education Agency Approval. Under Section 54E(a)(3) of the Code, the issuer of QZABs also must certify that it has the
written approval of the “eligible local education agency™ within the meaning of Section 9101 of the Elementary and Secondary Education
Act of 1965 for the bond issuance. In addition, the Davis-Bacon Act (40 U.S.C. § 3141 et seq.) applies to projects financed with proceeds of
QZABs. Under the Davis-Bacon Act, among other requirements, contractors and subcontractors performing work on construction contracts
in excess of $2,000 for such project are required to pay their laborers and mechanics not less than the prevailing wage rates and fringe benefits
for similar projects in the area, as determined by the Secretary of Labor.

Sinking Fund Restrictions. Deposits may be made to a sinking fund for QZABs, provided that the following requirements are
satisfied pursuant to Section 54(A}d)(4)(C) of the Code: (a) such fund is funded at a rate not more rapid than equal annual installments; (b)
such fund is funded in a manner reasonably expected to result in an amount not greater than an amount necessary to repay the Bonds; and (c)
the yield on such fund is not greater than the maximum discount rate (the “permitted sinking fund yield™) as determined by the Secretary of
the U.S. Treasury on the sale date of the Bonds.

The School District has covenanted to be in compliance with all the above QZAB requirements,



Qualified Tax Credit Bonds

The below discussion of certain federal tax matters describes certain federal income tax consequences relating to the tax credit
produced by the Bonds. Taxpayers are urged to consult their own tax advisors with respect to the federal income tax consequences of
purchasing, carrying or disposing of the Bonds as applied to each taxpayer’s own particular circumstances. Taxpayers who purchase tax
credits associated with the Bonds that have been separated from the Bonds should consult with their own tax advisors as to the tax
consequences of purchasing, carrying and disposing of any such tax credits.

In the opinion of Co-Bond Counsel, based upon an analysis of existing laws, regulations, rulings and court decisions, and assuming,
among other matters, the accuracy of certain representations and compliance with certain covenants, the Bonds are “qualified zone academy
bonds” within the meaning of Section 54E of the Code, Owners of the Bonds, as of the applicable ¢credit allowance date, are entitled, subject
to the limitations of Section 54A of the Code, to a tax credit in an amount equal to the sum of the credits determined under Section 54A(b)
of the Code, unless the right to the tax credit associated with such Bond has been separated and 1s no longer held by such Owner. However,
the amount of the tax credit will be treated as interest for federal tax purposes and will be included in gross income for all Owners of the
Bonds, in accordance with each Owner’s tax status, unless the right to the tax credit associated with such Bonds has been separated and is no
longer held by such Owner.

The Code imposges various restrictions, conditions and requirements relating to the qualification of the Bonds as “qualified zone
academy bonds” within the meaning of Section 54E of the Code. The School District has made certain representations and covenanted to
comply with certain restrictions, conditions and requirements designed to ensure that the Bonds continue to qualify as qualified zone academy
bonds. Inaccuracy of these representations or failure to comply with these covenants may result in termination of the tax credit, possibly from
the date of original issuance of the Bonds. The opinion of Co-Bond Counsel assumes the accuracy of these representations and compliance
with these covenants. Co-Bond Counsel has not undertaken to determine (or to inform any person) whether any actions taken (or not taken),
or events occurring (or not occurring), or any other matters coming to Co-Bond Counsel’s attention after the date of issuance of the Bonds
may adversely affect the value of, or the availability of the tax credit with respeet to, the Bonds. Accordingly, the opinion of Co-Bond Counsel
is not intended to, and may not, be relied upon in connection with any such actions, events or matters.

Although Co-Bond Counsel is of the opinion that the Bonds are “qualified zone academy bonds™ within the meaning of Section
54F of the Code, the ownership or disposition of, or the accrual or receipt of the tax credit with respect to, the Bonds may otherwise affect
an Owner's federal, state or local tax liability. The nature and extent of these other tax consequences depends upon the particular tax status
of the Owner or the Owner's other items of income or deduction. Co-Bond Counsel expresses no opinion regarding any such other tax
CONSEQUENCES.

Future legislative proposals, if enacted into law, clarification of the Code or court decisions may prevent Owners from realizing
the full current benefit of the tax status of the Bonds. The introduction or enactment of any such future legislative proposals, clarification of
the Code or court decisions may also affect the market price for, or marketability of, the Bonds. Prospective purchasers of the Bonds should
consult their own tax advisors regarding any pending or proposed federal or state tax legislation, regulations or litigation, as to which Co-
Bond Counsel expresses no opinion.

The opinion of Co-Bond Counsel is based on current legal authority, covers certain matters not directly addressed by such
authorities, and represents Co-Bond Counsel’s judgment as to the proper treatment of the Bonds for federal income tax purposes. The opinion
of Co-Bond Counsel is not binding on the IRS or the courts. Furthermore, Co-Bond Counsel cannot give and has not given any opinion or
assurance about the future activities of the Authority or the School District or about the effect of future changes in the Code, the applicable
regulations, the interpretation thereof or the enforcement thereof by the IRS. The School District has covenanted, however, to comply with
the requirements of the Code.

Amount of Tax Credit. Under the Code, the holders of the Bonds on March 15, June 15, September 15, and December 15 of any
tax year (cach is defined as a “Credit Allowance Date™) will be allowed a tax credit against the Owner’s federal income tax liability until
maturity or early redemption. The amount of the tax credit is equal to the product of the published credit rate for the date on which the Bonds
were sold (established as 4.55% per annum for the Bonds), times the outstanding principal amount of the Bonds on the relevant Credit
Allowance Date, divided by four. The tax credit allowed for the first Credit Allowance Date of June 15, 2017, is the ratable portion of the
tax credit otherwise allowed on such date based on an initial issuance date of March 23, 2017. If a Bond is redeemed or matures on a date
other than a Credit Allowance Date, the associated tax credit will be a ratable portion of the tax credit otherwise allowed based on the
redemption date.

Limitation on Tax Credit. The tax credit allowed may not exceed the sum of the taxpayer’s regular tax liability and alternative
minimum tax liability under Section 55 of the Code less, in general, the taxpayer’ other tax credits (except refundable tax credits set forth in
subparts C (Sections 31-37) and J (Section 54AA) of part [V of subchapter A of the Code). The tax credit is not considered a passive activity
credit under Code Section 469(d), and therefore, such credit is not subject to the limitations with respect to passive activity credits.

Carryover of Unused Tax Credit Amount. 1f an Owner of a Bond and the associated tax credit cannot use all of the tax credit
otherwise allocable to the taxable year, such Owner is allowed to carry forward to a subsequent tax year the unused portion of the tax credit
deemed paid on such Credit Allowance Date.

Tax Credit Amount Included in Income as Attributed Interest. Section 54A of the Code requires the Owner of a Bond and the
associated tax credit to include the amount of the tax credit (determined without reference to the limitation described above under “Limitation
on Tax Credif”) in gross income. The amount of the tax credit must be treated as if it were a payment of “qualified stated interest” on each
Credit Allowance Date.



Tax Credit’s Effect on Estimated Income Tax Payments. The tax credit may be taken into account by a taxpayer in computing the
amount of quarterly estimated tax payments required to be paid by such taxpayer. Individual calendar year taxpayers should note that the
March 15 and December 15 Credit Allowance Dates do not correspond fo the regular estimated tax payment dates of April 15 and January
15.

Tax Credit “Stripping” Applicable to the Bonds. The Authority has designated the Bonds as qualified tax credit bonds for which
the tax credits may be “stripped” pursuant to the provisions of IRS Notice 2010-28 entitled “Stripping Transactions for Qualified Tax Credit
Bonds™ dated April 12, 2010. Any purchaser or holder of the Bonds who wishes to “strip” the tax credits related to the Bonds should seek
advice based on the rules and regulations in effect at the time of the prospective “stripping” transaction from an independent tax advisor.

INVESTORS WHO ARE NONRESIDENTS SHOULD CONSULT THEIR TAX ADVISORS REGARDING THE SPECIFIC
TAX CONSEQUENCES TO THEM OF OWNING THE BONDS.

THE FOREGOING IS NOT INTENDED AS AN EXHAUSTIVE LIST OF THE PROVISIONS OF FEDERAL TAX LAW
WHICH MAY HAVE AN EFFECT ON INDIVIDUALS AND CORPORATIONS HOLDING THE BONDS OR RECEIVING
INTEREST THEREON. PROSPECTIVE PURCHASERS SHOULD CONSULT WITH THEIR TAX ADVISORS REGARDING
THE EFFECT OF HOLDING THE BONDS OR RECEIVING INTEREST THEREON ON THEIR AFFAIRS, INCLUDING, BUT
NOT LIMITED TO, THE EFFECT OF STATE AND LOCAL TAX LAWS.

CONTINUING DISCLOSURE

The Authority has no responsibility for or obligation with respect to the School District’s compliance with the continuing disclosure
obligations of the School District.

In accordance with the requirements of Rule 15¢2-12 (the “Rule”) promulgated under the Securities Exchange Act of 1934, as
amended, by the Securities and Exchange Commission (the “Commission™), the School District (being an “obligated person”™ within the
meaning of the Rule) will, in a Continuing Disclosure Certificate to be executed by the School District on the date of settlement of the Bonds
(the “Continuing Disclosure Certificate™), agree to provide, or cause to be provided the items below. The School District will also enter into
a Disclosure Dissemination Agreement (as hereinafter defined) to be executed by the School District on the date of settlement of the Bonds.

The School District will agree to provide the following to the Municipal Securities Rulemaking Board’s (the “MSRB™) Electronic
Municipal Market Access System (“EMMA™) in an electronic format as prescribed by the MSRB, either directly or indirectly through a
designated agent:

(A) Annually, not later than March 31 following the end of each fiscal year ended the previous June 30 of the School District,
beginning with its fiscal year ended June 30, 2016, the following annual financial statements and operating data of the School
District as described below:

L. Annual financial statements for the most recent fiscal year of the School District which shall include, at a minimum, its
financial statements for such fiscal year presented in conformity with generally accepted accounting principles. Should the
annual financial statements so provided not include independently audited financial statements of the School District for
the fiscal year of the School District to which such statements pertain, the School District shall also provide such
independently audited financial statements when and if available.

il Operating data shall include the following:

a. asummary of the adopted budget for the current fiscal year;

b. pupil enrollment figures, including enrollment at the end of the most recent fiscal year, current enrollment and projected
enrollment for the beginning of the next fiscal year, including a breakdown between elementary and secondary
enrollment (to the extent reasonably feasible);

¢. the assessed value and market value of all taxable real estate for the current fiscal year;

d. the taxes and millage rates imposed for the current fiscal year;

e. alist of the ten (10) largest real estate taxpayers and, for each, the total assessed value of real estate for the current fiscal
year;

f. the real property tax collection results for the most recent fiscal year, including:
1) the real estate levy imposed (expressed both as a millage rate and an aggregate doliar amount),

2) the dollar amount of real estate taxes collected that represented current collections (expressed both as a
percentage of such fiscal year’s levy and as an aggregate dollar amount),

3) the amount of real estate taxes collected that represented taxes levied in prior years (expressed as an aggregale
dollar amount), and
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4) the total amount of real estate taxes collected (expressed both as a percentage of the current year’s levy and as
an aggregate dollar amount).

(B) Inatimely manner not in excess of ten (10) business days after the occurrence of the event, notice of the occurrence of any of the
following events with respect to the Bonds: (1) principal and interest payment delinquencies; (2) non-payment related defaults, if
material; (3) unscheduled draws on debt service reserves reflecting financial difficulties; (4) unscheduled draws on credit enhancements
reflecting financial difficulties; (5) substitution of credit or liquidity providers, or their failure to perform; (6) adverse tax opinions, the
issuance by the Internal Revenue Service of proposed or final determinations of taxability, Notices of Proposed Issue (IRS Form 5701-
TEB) or other material notices or determinations with respect to the tax status of the Bonds, or other material events affecting the tax
status of the Bonds; (7) modifications to rights of holders of the Bonds, if material: (8) bond calls, if material, and tender offers; (9)
defeasances: (10) release, substitution, or sale of property securing repayment of the Bonds, if material; (11) rating changes; (12)
bankruptey, insolvency, receivership or similar event of the School District; (13) the consummation of a merger, consolidation, or
acquisition involving the School District or the sale of all or substantially all of the assets of the School District, other than in the ordinary
course of business, the entry into a definitive agreement to undertake such an action or the termination of a definitive agreement relating
to any such actions, other than pursuant to its terms, if material; and (14) appointment of a successor or additional trustee or the change
of name of a trustee, if material; and

(C) in a timely manner, notice of a failure of the School District to provide the required independently audited annual financial
statements and operating data specified above, on or before the date specified above.

With respect to the filing of annual financial statements and operating data, the School District reserves the right to modify from time to
time the specific types of information provided or the format of the presentation of such information to the extent necessary or appropriate as a
result of a change in legal requirements or a change in the nature of the School District or its operations or financial reporting, but the School
District will agree that any such modification will be done in a manner consistent with the Rule.

The events listed in (B) above are those specified in the Rule, not all of which may be relevant to the Bonds. The School District may
from time to time choose to file notice of the occurrence of other events, in addition to the events listed in (B) above, but the School District does
not commit to provide notice of the occurrence of any events except those specifically listed in (B) above.

The School District acknowledges that its undertaking pursuant to the Rule described herein is intended to be for the benefit of the holders
and beneficial owners of the Bonds and shall be enforceable by the holders and beneficial owners of the Bonds, but the right of the holders and
beneficial owners of the Bonds to enforce the provisions of the School District’s continuing diselosure undertaking shall be limited to a right to
obtain specific enforcement, and any failure by the School District to comply with the provisions of the undertaking shall not be an event of default
with respect to the Bonds.

The School District’s obligations with respect to continuing disclosure described herein shall terminate upon the prior redemption or
payment in full of all of the Bonds if and when the School District is no longer an “obligated person™ with respect to the Bonds, within the meaning
of the Rule. :

Bondholders are advised that the Continuing Disclosure Certificate and the Disclosure Dissemination Agreement (as defined
below), copies of which are available at the office of the School Distriet, should be read in their entirety for more complete information
regarding their contents.

The MSRB has been designated by the SEC to be the central and sole repository for continuing disclosure information filed by issuers
of municipal securities since July 1, 2009, Information and notices filed by municipal issuers (and other “obligated persons™ with respect to
municipal securities issues) are made available through the MSRB’s Electronic Municipal Market Access (EMMA) System, which may be accessed
on the internet at http://www.emma.msrb.org,

Summary of Continuing Disclosure Undertaking Compliance

The School District has entered into continuing disclosure undertakings for previously issued bonds that have been outstanding
within the past five years (collectively, the “Prior Undertakings™). Under the Prior Undertakings, the School District agreed to provide
audited financial statement, budgets and certain financial and operating data relating to the School District. In the previous five years, the
School District has, on several occasions, failed to comply with certain provisions of the Prior Undertakings, including: (a) failing to file or
timely file audited financial statements; (b) failing to timely file required financial and operating data; (¢) failing to timely file budgets; (d)
failing to file audited financial statements and financial and operating data to all outstanding CUSIPs; and (e) failing to file or timely file
certain notices, including notices of the aforementioned late filings and notices of enhanced and insured rating changes.

The School District has entered into a Disclosure Dissemination Agent Agreement (“Disclosure Dissemination Agreement”) with
Digital Assurance Certification, L.L.C. (“DAC” or the “Disclosure Dissemination Agent”) as its Disclosure Dissemination Agent for the
purpose of assisting it with any required remedial filings and ensuring ongoing compliance with its continuing diselosure filing requirements.
DAC provides its clients with automated filing of rating events, templates consolidating all outstanding filing requirements that accompany
reminder notices of annual or interim mandatory filings, review of all template filings by professional accountants, as well as a time and date
stamp record of each filing along with the unique 1D from EMMA accompanying the copy of the actual document filed. DAC also offers its
clients a series of training webinars each year qualified for 15-20 NASBA certified CPE credits, as well as model secondary market
compliance policies and procedures.
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The Disclosure Dissemination Agreement will provide bondholders or beneficial owners with certain enforcement rights in the event
of a failure by the School District to comply with the terms thereof} however, a default under the Disclosure Dissemination Agreement does
not constitute a default. The Disclosure Dissemination Agreement may be revised from time to time as permitted or required by applicable
law, without the consent of the Bondholders, and may be terminated upon the economic defeasance of all outstanding Bonds, or other
arrangement, whereby the School District is released from any further obligation with respect to the Bonds. Covenants in the Disclosure
Dissemination Agreement may also be terminated, without the consent of the Bondholders, at such time as continuing disclosure is no longer
required by applicable law. The School District will promptly notify the MSRB via EMMA of any revision or termination of the disclosure
covenants. The sole remedy for a breach by the School District of its covenants to provide financial statements, tabular information and
notices of material events is an action to compel performance of such covenants. Under no circumstances may monetary damage be assessed
or recovered, nor will any such breach constitute a default under the Bonds or a failure to comply with any provision of the Bonds for purpose
of the Act.

The Disclosure Dissemination Agent has only the duties specifically set forth in the Disclosure Dissemination Agreement. The
Disclosure Dissemination Agent’s obligation to deliver the information at the times and with the contents described in the Disclosure
Dissemination Agreement is limited to the extent the School District has provided such information to the Disclosure Dissemination Agent
as required by this Disclosure Dissemination Agreement. The Disclosure Dissemination Agent has no duty with respect to the content of
any disclosures or notice made pursuant to the terms of the Disclosure Dissemination Agreement. The Disclosure Dissemination Agent has
no duty or obligation to review or verify any information in the Annual Report, Audited Financial Statements, notice of Notice Event or
Voluntary Report, or any other information, disclosures or notices provided to it by the School District and shall not be deemed to be acting
in any fiduciary capacity for the School District, the Holders of the Bonds er any other party. The Disclosure Dissemination Agent has no
responsibility for the School District’s failure to report to the Disclosure Dissemination Agent a Notice Event or a duty to determine the
materiality thereof. The Disclosure Dissemination Agent shall have no duty to determine or liability for failing to determine whether the
School District has complied with the Disclosure Dissemination Agreement. The Disclosure Dissemination Agent may conclusively rely
upon certifications of the School District at all times.

LITIGATION
The Authority

There is no action, suit or proceeding before any court, public board or body pending or, to the knowledge of the Authority,
threatened against or affecting the Authority, wherein an unfavorable decision, ruling or finding would adversely affect the transactions
contemplated by the Bonds, the Indenture or the Loan Agreement, as defined herein, or the Intercept Agreement or the validity or
enforceability of the Bonds, the Indenture or the Loan Agreement, as defined herein, or the Intercept Agreement.

The Schaool District

There is no litigation of any nature now pending or threatened against the School District restraining or enjoining the issuance, sale,
execution or delivery of the Bonds or in any way contesting or affecting the validity of the Bonds, taken in connection with the issuance or
sale of the Bonds, the Loan Agreement and the General Obligation Note, both as defined herein or the Intercept Agreement, the pledge or
application of any moneys or security provided for the payment of the Bonds.

LEGALITY FOR INVESTMENT

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

LEGAL MATTERS

The issuance and delivery of the Bonds are subject to approval as to legality by Dinsmore & Shohl LLP and Turner Law, P.C,,
both of Philadelphia, Pennsylvania, and Powell Law, P.C., Harrisburg, Pennsylvania, each as Co-Bond Counsel. Certain legal matters will
be passed upon for the Authority by its Counsel, Barley Snyder LLP, Lancaster, Pennsylvania; for the School District by its counsel, The
Law Firm of DiOrio & Sereni, LLP, Media, Pennsylvania; and for the Underwriter by its counsel, Dilworth Paxson LLP, Philadelphia,
Penngylvania.
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UNDERWRITING

PNC Capital Markets LLC (the “Underwriter”) has agreed, subject to certain conditions, to purchase the Bonds from the Authority
at a purchase price of $7,466,250.00 (consisting of an aggregate principal amount of $7,500,000.00 less an underwriter's discount of
$33,750.00).

The Underwriter's obligation to purchase the Bonds is subject to certain conditions precedent, however, the Underwriter is obligated
to purchase all such Bonds if any such Bonds are purchased. The Bonds may be offered and sold to certain dealers (including dealers
depositing such bonds into investment trusts) at prices lower than such public offering prices, and such public offering prices may be changed,
from time to time, by the Underwriter.

RATING

Moody’s [nvestors Service (“Moody’s™) is expected to assign its municipal bond rating of “A2” (stable outlook) to the Bonds. This
rating reflects Moody’s view of the School District’s eligibility for, and participation in, an amended version of the Commonwealth of
Pennsylvania’s State Intercept Program.

Such rating reflects only the view of such organization, and an explanation of the significance of such rating may be obtained from
Moody’s. A rating is not a recommendation to buy, sell or hold securities. There is no assurance that any rating will continue for any given
period of time or that it will not be revised downward or withdrawn entirely by the rating agency if in the judgment of such rating agency
circumstances so warrant. Neither the Underwriter, the Authority, nor the School District has undertaken any responsibility either to bring to the
attention of the holders of the Bonds any proposed change in or withdrawal of a rating of the Bonds or to oppose any such proposed change or
withdrawal. A downward revision or withdrawal of such rating may have a substantial adverse effect on the market price of the Bonds.

INDEPENDENT AUDITORS

The basic financial statement of the School District as of and for the fiscal year ended June 30, 2013, included in Appendix B to
this Official Statement has been audited by Maillie LLP, Oaks, Pennsylvania, independent certified public accountants, as stated in their
report appearing in Appendix B to this Official Statement.

CERTAIN RELATIONSHIPS

PNC Capital Markets LLC and PNC Bank, National Association are both wholly-owned subsidiaries of the PNC Financial Service
Group, Inc. PNC Capital Markets LLC i3 not a bank, and is a distinct legal entity from PNC Bank, National Association. PNC Bank,
National Association has other banking and financial relationships with the School District. PNC Bank, National Association owns the State
Public School Building Authority School Revenue Bond (Chester Upland School District Project) Series of 2014.

Tumer Law, P.C., Co-Bond Counsel, currently acts as Underwriter’s Counsel to PNC Capital Markets LLC in a separate, unrelated
transaction.

MISCELLANEOUS MATTERS

The Authority has no responsibility for the School District’s Continuing Disclosure Certificate or the School District’s compliance
with the Continuing Disclosure Certificate or for the contents of, or any omissions from, the financial information, operating data or notices
provided thereunder.

The references herein to the Indenture, the Intercept Agreement, Loan Agreement and the General Obligation Note, all as defined
herein, statutes and other materials are only brief outlines of certain provisions thereof and do not purport to summarize or describe all of the
provisions thereof, copies of which will be furnished by the Authority upon request.

The information contained in this Official Statement has been compiled or prepared from official and other sources deemed to be
reliable and, although not guaranteed as to completeness or accuracy, is believed to be correct as of this date. Statements involving matters

of opinion, whether or not expressly so stated, are intended as such and not as presentations of fact.

The information contained in this Official Statement should not be construed as representing all of the conditions affecting the
Authority, the School District or the Bonds.
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The Authority has not assisted in the preparation of this Official Statement, except for the statements concerning the Authority
under the section captioned “THE AUTHORITY” and the first paragraph of the section captioned “LITIGATION — The Authority”
herein and, except for those sections, the Authority is not responsible for any statements made in this Official Statement. Except for the
authorization, execution and delivery of documents required to effect the issuance of the Bonds, the Authority has not otherwise assisted in
the public offer, sale or distribution of the Bonds. Accordingly, except as aforesaid, the Authority assumes no responsibility for the disclosures
set forth in this Qfficial Statement.

STATE PUBLIC SCHOOL BUILDING AUTHORITY

By: /s/__Robert Baccon
Name: Robert Baccon
Title: Executive Director

APPROVED:
CHESTER UPLAND SCHOOL DISTRICT
Delaware County, Pennsylvania

By: /s/ Peter Barsz
Name: Peter Barsz
Title: Receiver, Chester Upland School District
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Certain Financial and Other Information
Relating to the Chester Upland School District
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Introduction

The School District is located in the County of Delaware, Pennsylvania (the “County”) in the southeast corner
of the Commonwealth, approximately midway between the cities of Philadelphia, Pennsylvania and Wilmington,
Delaware. The School District is comprised of the City of Chester, the Borough of Upland and the Township of
Chester, all located in the County. The School District covers an area of approximately 6.81 square miles along the
Delaware River, The 2010 U.S. Census population served by the School District is approximately 41,151,

School Facilities

The School District presently operates six elementary schools and one high school consisting of three
separate sites. I[n addition, the School District owns three other buildings as listed below. All of the School District’s
buildings are maintained by the School District’s maintenance staff. The School District’s facilities are older buildings
and are generally in need of renovation. The Capital Project being financed with the Bonds will include improvements
to the Chester High School heating, ventilation and air conditioning system.

TABLE A-1
CHESTER UPLAND SCHOOL DISTRICT
SCHOOL FACILITIES
Most Recent
Original Addition or Pupil 2016-17
Construction Renovation Grades Capacity  Enrollment
Elementary:
Main Street 1954 1974 PreK -5 355 389
Stetser 1955 -- PreK - 5 300 301
Chester Upland School of the Arts 1918 1979 PreK - 5 500 478
Middle:
Toby Farms 1964 1969 6-8 700 417
Secondary:
Chester High School 1974 -- 9-12 2,761 1,022
STEM at Showalter 499
1958 1981 7-12 604
Other Facilities:
Maintenance Building N/A N/A N/A
Auto Body Shop N/A N/A N/A

The School District also owns several facilities which are presently closed. These facilities consist of
Columbus Elementary, Pulaski Middle School, William Penn Elementary, the Vocational Shops Building and the
Wetherill School.

(1) As of November 3, 2016
Enroliment Trends

The following table presents recent trends in school enrollment and projections of enrollment for the next
five years, as prepared by the School District’s administrative officials or obtained by the School District’s

administrative officials from the Department. See also “BONDHOLDERS’ RISKS — Impact of Charter Schools”
herein.



TABLE A-2
CHESTER UPLAND SCHOOL DISTRICT

ENROLLMENT TRENDS
Actual Enroliments
School Year Ending June 30, Elementary Middle High School Total
2012 ' 1,393 762 1,165 3,320
2013 980 575 1,038 2,593
2014 1,039 557 1,321 2,917
2015 1,172 542 1,479 3,193
2016 1,202 538 1,537 3,277
2017 1,166 553 1,600 3,346
(1) As of November 1, 2016.
Projected Enrollments ¥
School Year Ending June 30, Total
2018 3,249
2019 3,239
2020 3,240
2021 3,270
2022 3,281

(1) Projected enrollments were obtained from the School District and are estimates prepared by the Pennsylvania
Department of Education in July 2012 and are subject to fluctuation based on Charter School enrollments.

SCHOOL DISTRICT FINANCES
Budgeting Process in School Districts under the Taxpayer Relief Act as Amended by Act No. 25 £ 2011

In General. School districts budget and expend funds according to procedures mandated by the Pennsylvania
Department of Education (the “Department™). An annual operating budget is prepared by school district
administrative officials on a uniform form furnished by such Department and submitted to the board of school directors
for approval prior to the beginning of the fiscal year on July 1.

Procedures for Adoption of the Annual Budget. Under the Taxpayer Relief Act, all school districts of the
first class A, second class, third class and fourth class (except as described below) must adopt a preliminary budget
proposal (which must include estimated revenues and expenditures and proposed tax rates) no later than 90 days prior
to the date of the election immediately preceding the fiscal year. The preliminary budget proposal must be printed
and made available for public inspection at least 20 days prior to its adoption; the board of school directors may hold
a public hearing on the budget; and the board must give at least 10 days’ public notice of its intent to adopt the final
budget.

If the adopted preliminary budget includes an increase in the rate of any tax levy, the preliminary budget
must be submitted to the Department no later than 85 days prior to the date of the election immediately preceding the
fiscal year. The Department is to compare the proposed percentage increase in the rate of any tax with the school
district’s and within 10 days, but not later than 75 days prior to the upcoming election, inform the school district
whether the proposed percentage increase is less than or equal to the Index. If the Department determines that a
proposed tax increase will exceed the Index, the school district must reduce the proposed tax increase, seek voter
approval for the tax increase at the upcoming election, or seek approval to utilize one of the referendum exceptions
authorized under The Taxpayer Relief Act,
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With respect to the utilization of any of the Taxpayer Relief Act referendum exceptions for which Department
approval is required, the school district must publish notice of its intent to seek Department approval not less than one
week before submitting its request for approval to the Department and, if the Department determines to schedule a
public hearing on the request, a notice of the date, time and place of such hearing. The Department is required by the
Taxpayer Relief Act to rule on the school district’s request and inform the schoo! district of its decision no later than
55 days prior to the upcoming election so that, if the Department denies the school district’s request, the school district
may submit a referendum question to the local election officials at least 50 days before the upcoming election, if it so
chooses.

If a school district seeks voter approval to increase taxes at a rate higher than the applicable Index, whether
or not it first seeks approval to utilize one of the referendum exceptions available under the Taxpayer Relief Act, and
the referendum question is not approved by a majority of the voters voting on the question, the board of school
directors may not approve an increase in the tax rate greater than the applicable Index.

Simplified Procedures in Certain Cases. The above budgetary procedures will not apply to a school district
if the board of school directors adopts a resolution no later than 110 days prior to the election immediately preceding
the upcoming fiscal year declaring that it will not increase any tax at a rate that exceeds the Index and that a tax
increase at or below the rate of the Index will be sufficient to balance its budget. In that case, the Taxpayer Relief Act
requires only that the proposed annual budget be prepared at least 30 days prior to adoption, and made available for
public inspection at least 20 days, prior to its adoption, and that at least ten (10) days’ public notice be given of the
board’s intent to adopt the annual budget. No referendum exceptions are available to a school district adopting such
a resolution.

Financial Reporting

The School District keeps its books and prepares its financial reports according to a modified accrual basis
of accounting. Major accrual items are payroll, taxes and pension fund contribution payable, loans receivable from
other funds, and revenues receivable from other governmental units. The School District’s financial statements are
audited annually by a firm of independent certified public accountants. The firm of Maillie LLP of Oaks, Pennsylvania
currently serves as the School District's auditor.

Summary and Discussion of Financial Results

Table A-3 shows a summary of the General Fund Balance Sheet for the past six years. Table A-4 shows
annual changes in ending General Fund Balance for each of the past six vears.

[This space intentionally left blank.]



TABLE A-3
CHESTER UPLAND SCHOOL DISTRICT
SUMMARY OF SCHOOL DISTRICT GENERAL FUND BALANCE SHEET

{Years Ending June 30)
2011 CoW12 2013 2014 2015 2016 @

Assets

Cash and Cash Equivalents $2,503,903 $2,782,845 $4,240,622 $7.310,573 $3,416,546 $7,773,463
Taxes Receivable 4,386,951 4,350,265 1,677,623 2,386,069 3,490,735 4,902,316
Due from other funds - 141,027 825,003 1,135,142 224,020 913,250
Due from other governments 5,626,829 10,715,445 7,262,108 1,868,147 2,427,193 161,840
State revenue receivable - - - - - 2,164,074
Federal revenue receivable - - - - - 1,921,079
Prepaid items 30,325 - - 9,896 536,370 182,058
Other receivables 25,800 1,068,906 - - - 132,774
Restricted assets .

Cash and cash equivalents 33.830 33,537 21.077 20,973 20.973 -
TOTAL ASSETS $12.607.638 $19.092.025 $14.026,433 $12.730.800 $10.115.837 $18.150.854
Liabilities, Deferred Inflow of
Resources and Fund Deficit
Liabilities
Accounts payable $11,305,818 $7,388,707 $3,773,279 $13,936,676 $6,716,954 $11,571,211

- Due to other governments - 389,000 - - -
Unearned/deferred revenue 12,943,367 4,350,265 1,145,312 2,499,803 1,781,070 5,155,891
Accrued salaries and benefits 3,801,981 4,885,194 2,610,647 2,766,897 5,827,995 5,663,407
Payroll deductions and withholding - - - - - 484,478
Other payables/current liabilities 22211 22,211 - 5.000 5.000 1.135.000
TOTAL LIABILITIES $28.073.377 $17.035.377 $7.529.238 $19.208.376 $14.331.019 $24.009,987
Deferred Inflows of Resources
Unavailable revenues, property taxes - - 1,677,623 2,333,822 3.490.734 -
Fund Balances/(Deficit)

Nonspendable, prepaid items - - - 536,370 -
Restricted, debt service 33,830 33,537 21,077 20,973 20,973 -
Unassigned (15.499.569) 2.023.111 4,798.493 (8.832.371) (8.263.259) (5.858.133)
TOTAL FUND BALANCE/(DEFICIT) (15.,465.739) 2,056,648 4.819.572 (8.811.398) (7.705.916) (5.859.133)
TOTAL LIABILITIES, DEFERRED
INFLOW OF RESOURCES AND
FUND BALANCE/(DEFICIT) $12.607.638 $19.092.025 $14.026.433 $12.730.800 $10.115,837 $18.150.854
Source: School District audited financial statements.
(1) Unaudited. Obtained from the School District’s Annual Financial Report for the Fiscal Year Ending June 30,
2016, attached hereto as Appendix C.
TABLE A-4
CHESTER UPLAND SCHOOL DISTRICT
GENERAL FUND BALANCE SHEET
(Years Ending June 30)
2011 2012 2013 2014 2015 2016

Beginning Fund Balance $3,861,398 $(15,465,739) $2,056,648 $4,819,572  $(8,811,398) $(7,705,916)

Revenues over (under) expenditure (19,327,137) 17,522,387 2,762,924 (13,630,970) 1,105,482 1,846,783

Ending Fund Balance $(15,465,739) $2,056.648 $4.819,572 $(8,811,398)  $(7,705,916) $(5,859,133)

Source: School District audited financial statements.
(1) Unaudited. Obtained from the School District’s Annual Financial Report for the Fiscal Year Ending June 30,
2016, attached hereto as Appendix C.
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CHESTER UPLAND SCHOOL DISTRICT

TABLE A-5

SUMMARY OF SCHOOL DISTRICT GENERAL FUND REVENUES AND EXPENDITURES
(Years Ending June 30)

REVENUE:

Local Sources

State Sources
Federal Sources
TOTAL REVENUE

EXPENDITURES
Instruction (1
Regular Programs
Special Programs
Vocational education programs
Other instructional programs
Nonpublic school programs
Pre-K instructional programs
Support Services
Pupil personnel
Instructional Staff
Administration
Pupil health
Business
Operation and maintenance
Pupil transportation services
Central and other services
Other support services
Operation of noninstructional services
Student activities
Community services
Debt service
Refund of prior years’ revenue
TOTAL EXPENDITURES
SURPLUS (DEFICIT) OF REVENUES
OVER EXPENDITURES ‘

OTHER FINANCING SOURCES (USES)
Bond issue proceeds

Proceeds from extended-term financing

Bond premium

Payment to refunded bonds escrow agent
Payment to currently refund outstanding bonds
Loan proceeds

Sale or compensation for loss of fixed assets
Insurance recoveries

Transfers in

Transfers out

Proceeds from sale of capital assets

Special Items - Gains

Budgetary reserve

TOTAL OTHER FINANCING SOURCES
(USES)

NET CHANGE IN FUND BALANCE

Source: School District audited financial statements

2011
$18,196,606
71,631,202
14.208.550
104,036,358

62,299,683
17,682,948
1,261,291
2,611,045
105,813
410,028

1,809,753
2,718,419
4,553,642

939,935
1,564,758

14,784,024
3,851,657
1,015,291

294,291
316,632
6,016,648

122,235,858

(18,199,500)

55,115,000

1,212,066
(42,120,575)
(3,744.314)

4,002
(12,285,718)
691,902

(1,127.637)
(19,327,137)

(1) Includes funds paid to charter schools.

{2) Unaudited. Obtained from the School District’s Annual Financial Report for the Fiscal Year Ending June
30, 2016, attached hereto as Appendix C.

2016@

2012 2013 2014 2015 2016
$18,975,779  $20,102,088  $19,759,597  $22,131,813  $21,324,547
90,375,521 74,544,010 85,830,785 90,270,062 99,222,321
6.979.555 5.031,653 4,140.036 5.998.868 7.733.321
116,330,855 99,677,751 109,730,418 118,400,743 128,280,189
42,170,139 48,487,569 55,837,988 47,413,695 54,761,821
24,165,063 30,126,259 33,818,154 41,326,306 37,862,779
1,081,063 802,051 965,619 837,149 923,678
1,218,580 1,876,798 2,223,785 2,408,574 1,355,104
68,931 54272 44,326 137,462 35,971
479,602 1,010,680 746,700 808,702 845,188
1,949,334 1,768,430 2,054,153 2,268,760 2,055,835
1,488,695 1,541,028 2,759,450 3,245,307 4,098,257
4,809,727 3,800,031 4,630,175 5,076,085 4,429,159
673,568 695,522 831,155 396,239 307,776
1,239,302 1,706,864 1,295,751 1,080,611 852,363
7,823,238 6,975,171 6,607,582 6,759,596 6,186,966
3,426,906 3,512,985 3,171,223 3,433,314 3,998,500
1,181,316 703,012 1,182,228 1,027,986 1,115,425
22,032 340,379 30,479 45,538 29,317
294,074 285,385 232,057 204,257 370,139
191,947 308,075 679,531 650,080 527,744
5,415,261 5,917,268 6,673,644 7,215,485 7,302,471
1,109,690 - - - E
98,808,468 109,911,779 123,784,000 124,335,146 127,058,493
17,522,387 (10,234,028)  (14,053,582)  (5,934,403) 1,221,696
) . 7,155,493 - -
. . - ; 400,000
- - (6,988,619) - -
- 10,000,000 - 4,665,000 -
- - - . 63,330
) . - . 27,156
- - . (750,000) -
. 2,996,952 255,736 3,124,885 -
- - - - 134,601
- 12.996.952 422,612 7,039,885 625.087
17,522,387 2.762,924  (13,630,970) 1,105,482 1,846,783



TABLE A-5 (continued)

2011 2012 2013 2014 2015 20160
FUND BALANCEADEFICIT) AT
BEGINNING OF YEAR 3.861,398 {15.465.739) 2.056.648 4.819.572 (8.811.398) (7.705.916)
FUND BALANCE/DEFICIT) AT END OF
YEAR $(15,465,739) $2,056,648 $4,819,572 $(8,811,398)  $(7,705,916)  $(5,859,133)

Source: School District audited financial statements

(1) Unaudited. Obtained from the School District’s Annual Financial Report for the Fiscal Year Ending June 30,

2016, attached hereto as Appendix C.

TABLE A-6
CHESTER-UPLAND SCHOOL DISTRICT

SUMMARY OF SCHOOL DISTRICT GENERAL FUND BUDGET

FISCAL YEAR 2016 AND FISCAL YEAR 2017

REVENUE:

2016 2017
Local Sources §19,696,145 $21,943 311
State Sources 88,305,725 96,538,515
Federal Sources 4,609,962 5,587,655
Other Sources 250,000 0
Total Revenue and Other Financing $112.861.832 $124.069.481
Sources
EXPENDITURES:
Instruction $101,528,310 $96,503,141
Support Services 23,427,453 25,703,686
Operation of Non-instructional Services 1,105,227 1,098,070
Debt Service 8,271,681 7,254,548
Other Financing Uses 1,050,000 800,000

Total Expenditures and Other Financing
Uses

Source: School District Budget Form PDE-2028

A-6
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TAXING POWERS OF THE SCHOOL DISTRICT

The School District, acting through its elected Board, is empowered by the Public School Code and other
statutes to levy the following taxes:

1. An annual tax on all real property taxable for school purposes, not to exceed 25 mills on each dollar of
assessed valuation, to be used for general school purposes;

2. An unlimited tax on all real property for school purposes to provide funds for:
a) salaries and increments for the teaching and supervisory staff;

b) rentals due any municipality authority or non-profit. corporation, or due the State Public School
Building Authority;

c) interest and principal on any indebtedness incurred under the Act or any prior or subsequent Act
governing the incurrence of indebtedness of the School District in connection with the school building
projects; and

d) to pay for amortization of a bond issue to finance construction of school facilities, if issued prior to
the first Monday in July, 1959.

3. An annual per capita tax on each resident over 18 years old of not more than $10.00.

The School District may also levy additional taxes subject to division with other political subdivisions
authorized to levy similar taxes on the same person, subject, business, transaction or privilege, under Act no. 511, enacted
December 31, 1965, as amended (“The Local Tax Enabling Act”). These taxes, which may include, among others, an
additional per capita tax, wage and other earned income taxes, real estate transfer taxes, gross receipts taxes, and
occupation taxes, shall not exceed, in the aggregate, an amount equal to the product of the market valuation of real estate
in the School District (as certified by the State Tax Equalization Board of the Commonwealth (“STEB”)) multiplied by
twelve mills.

The Local Tax Enabling Act was amended by Act 222 of 2004 to authorize all taxing authorities to exempt from
per capita, occupation, emergency and municipal service or earned income taxes any person whose total income from all
sources is less than $12,000 per year.

The Taxpayer Relief Act (Act 1), as Amended

Pennsylvania Act No. 1 of the Special Session of 2006 (“Act 1”) is intended to provide property tax relief to
Pennsylvania homeowners by limiting the taxation of real property by Pennsylvania school districts. Act 1 restricts
Pennsylvania school districts from increasing the rate of any tax for schoo! purposes above an index (the “Index”)
determined by the Department of Education of the Commonwealth (the “Department”) unless the school district first
obtains voter approval or the school district tax falls within one of the exceptions set forth in Act 1. On June 30, 2011,
Act 1 was amended so that beginning on January 1, 2012, seven (7) of the original eleven (11) exceptions were
eliminated. Under the amended version of Act 1, the four (4) categories in which school districts can raise property
taxes above the Index without triggering a referendum are as follows; provided that the use of any exception is
approved by the Department:

(1) costs to pay interest and principal on indebtedness incurred prior to September 4, 2004 for Act 72 schools
and the refinancing of such debt, and prior to June 27, 2006 for non-Act 72 schools and the refinancing of
such debt;

(2) costs to pay interest and principal on electoral debt;

(3) special education expenses; and
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(4) state pension payments.

The increase in the rate of any tax pursuant to the above exceptions must be approved by the Department and
must not produce revenue in excess of the anticipated dollar amount of the expenditure for which the exception is
allowed. If the Department disapproves the school district’s petition or request to increase taxes pursuant to one or
more of the allowable exceptions, the school district may submit a referendumn question to the voters at the election
immediately preceding the start of the school district fiscal year in which the proposed tax increase would take effect.
If the referendum is not approved, however, the board of school directors may not approve an increase in the tax rate
of more than the Index.

Status of the General Obligation Note Under Act |

Payments of debt service on the General Obligation Note supporting payment of debt service on the Bonds
described in this Official Statement are not eligible for exceptions under item (1) above. Therefore, the debt service
on General Obligation Note necessary to support the debt service on the Bonds is presently subject to the tax rate
limitations of Act 1, as amended.

Act 1, as amended, does not affect the School District’s covenant under the Debt Act to budget, appropriate and
pay debt service on the General Obligation Note and all other outstanding debt of the School District.

THE SUMMARY OF ACT 1, AS AMENDED, IS NOT INTENDED TO BE AN EXHAUSTIVE
DISCUSSION OR A LEGAL REPRESENTATION THEREOF, AND A PROSPECTIVE PURCHASER OF
THE BONDS SHOULD REVIEW THE FULL TEXT OF ACT 1, AS AMENDED, AS PART OF ANY
DECISION TO PURCHASE THE BONDS.

State Law Authorizing Replacement of the School District’s Occupation Tax with an Increase in the Local
Earned Income Tax

Act 24 of 2001 of the Commonwealth of Pennsylvania, which became law on June 22, 2001, authorizes a
Board of School Directors to schedule a public hearing and conduct a ballot referendum on replacing the school
district’s occupation tax with an increase in the local earned income tax. Currently, school districts in Pennsylvania
share a 1.0% tax on the annual amount of residents’ wages and other earned income (which excludes unearned or
investment income), with the resident municipality. Under Act 24, this tax could be increased by the percentage
necessary to generate revenue equal to what was collected during the preceding year on the occupation tax. The
occupation tax is a flat amount for all employed individuals, or assessed by various trade, occupation and professional
titles, regardless of income. The restructured tax is designed to be revenue neutral to the school district.

The School District has taken no action to implement Act 24.
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Legislation Limiting Unreserved Fund Balances

Pennsylvania Act No. 2003-48 (enacted December 23, 2003) prohibits a school district from increasing real
property taxes for the school year 2003-2006 or any subsequent school year, unless the school district has adopted a
budget for such school year that includes an estimated ending unreserved undesignated fund balance which is not
more than a specified percentage of the total budgeted expenditures, as set forth in the following table;

Total Budgeted Expenditures Estimated Ending Unreserved Undesignated Fund
Balance as a Percentage of Total Budgeted Expenditures
Less than or equal to $11,999,999 12.0%
Between $12,000,000 and $12,999,999 11.5%
Between $13,000,000 and $13,999,999 11.0%
Between $14,000,000 and $14,999,999 10.5%
Between $15,000,000 and $15,999,999 10.0%
Between $16,000,000 and $16,999,999 9.5%
Between $17,000,000 and $17,999,999 9.2%
Between $18,000,000 and $18,999,999 8.5%
Greater than or equal to $19,000,000 8.0%

Act 130 of 2008

Act 130 of 2008 of the Commonwealth amended the Local Tax Enabling Act so as to authorize school districts
levying an occupation tax to replace that occupation tax with an increased earned income tax or, if the school district
has implemented a personal income tax in accordance with the Taxpayer Relief Act, an increased personal income
tax, in a revenue neutral manner. To so replace an occupation tax, the board of school directors must first hold at least
one public hearing on the matter and then place binding referendum question on the ballot at a general or municipal
election for approval by the voters.

SET FORTH ABOVE IS A SUMMARY OF PORTIONS OF ACT 130 OF 2008. THIS SUMMARY IS
NOT INTENDED TO BE AN EXHAUSTIVE DISCUSSION OF THE PROVISIONS OF ACT 130 OF 2008 NOR
A LEGAL INTERPRETATION OF ANY PROVISIONS OF ACT 130 OF 2008. A PROSPECTIVE PURCHASER
OF THE BONDS SHOULD REVIEW THE FULL TEXT OF ACT 130 OF 2008 AS A PART OF ANY DECISION
TO PURCHASE THE BONDS.

Tax Levy Trends

Table A-7 shows the recent trend of tax rates levied by the School District. Table A-8 shows the comparative
trend of real property tax rates for the School District, the County and the municipalities within the School District.
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TABLE A-7
CHESTER UPLAND SCHOOL DISTRICT

TAX RATES
Chester Township/ Real Estate

Chester City Upland Borough Transfer

School Year Real Estate (mills) Real Estate (mills) Tax{%)
2011-12 51.336 24.3937 0.50%
2012-13 53.160 24.430 0.50%
2013-14 54.495 25.090 0.50%
2014-15 56.3478 23.9726 0.50%
2015-16 57.7993 24.6928 0.50%
2016-17 56.0271 29.7654 0.50%

Source: School District Officials and Pennsylvania Department of Education Form 2028.

TABLE A-8
CHESTER UPLAND SCHOOL DISTRICT
COMPARATIVE REAL PROPERTY TAX RATES
(Mills on Assessed Value)

2012 2013 2014 - 2015 2016
Chester City (" 33.684 31.292 31.292 33.684 33.684
Chester Township & 8.500 8.800 9.900 9.900 9.900
Upland Borough 2.000 2.000 2.000 2.000 2.000 .
Delaware County @ 5.304 5.452 5.452 5.604 5.604

Source: Pennsylvania Department of Community and Economic Development.
(1) Includes millage for general purposes, debt service and library.

(2) Includes millage for general purposes and fire equipment.

(3) Includes millage for general purposes and debt service.

Real Property Tax

The real property tax (excluding delinquent collections) produced $16,232,000 in 2015-16 (on an unaudited basis),
which represented approximately 13.1% of total revenue. The tax is levied on July 1 of each year. Taxpayers who remit
within 60 days receive a 2% discount, and those who remit subsequent to 120 days after July 1 are assessed a 10%
penalty. The last county-wide reassessment occurred in 2000.



(unaudited)
2016-17
(budgeted)

(unaudited)
2016-17
(budgeted)

TABLE A-9

CHESTER-UPLAND SCHOOL DISTRICT
REAL PROPERTY TAX COLLECTION DATA

Current Levy
Assessed Value Millage Rate (Chester
Assessed Current (Chester (Chester Township and
Value Millage Rate Levy Township and Township and Upland
(Chester City) (Chester City) (Chester City) Upland Borough) Upland Borough) Borough)
$263,125,000 51.336 $13,507,785 $220,741,000 24.620 $5.355,618
$270,093,482 51.336 $13,865,519 $227,076,991 24.393 $5.539,089
$263,125,000 53.160 $13,987,725 $220,741,000 24.430 $5,392,703
$264,126,900 54.495 $14,393,595 $225,912,500 25.090 $5.668,143
$307.,932,531 56.3478 $17,351,321 $235,978,714 23.9726 $5,657,023
$311,499,888 57.7993 $18,004,475 $235.008,546 24.6928 $5,803,019
$311,499,888 56.0271 $17,452,435 $235,043,086 29.7654 $6,996,151
Combined Total
Current Levy Net Tax Relief for Current Collections
(Total School Homestead Year Delinquent Total as Percent
District Exclusions Collections Collections Collectigng of Levy
$18,863,403 $16,110,260 $13,647,394 52,162,853 $15,810,247 83.8%
$19,404,608 $16,651,618 $13,440,023 $2,652,591 $16,092,614 82.9%
$19,380,428 $16,627,567 $14,031,036 $4,416,666 $18,447,702 95.2%
$20,061,740 $17,308,433 $14,911,035 $1,992,556 $16,903,591 84.3%
$23,008,344 $20,255,029 $16,189,550 $1,946,984 $18,136,534 78.8%
$23,807,495 $21,054,156 $16,150,000  Not Available Not Available  Not Available
$24,448,587 $21,695,275 Not Available  Not Available Not Available  Not Available

Source: School District Officials

Largest Real Property Taxpayers
The ten largest real estate taxpayers, together with 2016-17 assessed values are shown on Table A-10, The
aggregate assessed value of these ten taxpayers totals approximately 35% of assessed value.

Owner

TABLE A-10

CHESTER UPLAND SCHOOL DISTRICT
LARGEST REAL PROPERTY TAXPAYERS ™

Chester Downs & Marina LLC
Sun Center LP
American Ref Fuel Co
Kimberly Clark

VS Chester ILF LLC
Colfin 2015-4 Indust Owner LLC
United Stinson Limited Partnership
ET Subbeledere LTD Partnership

Barker Brothers Enterprises
Container Corp of America

Total

Source: School District Officials

Property Type
Casino

Multiple Buildings
Trash to Steam Plal
Building

Building

Building

Building

Nursing Home
Building

Building

nt

Assessed Value
$118,650,000

14,685,000
11,817,677
11,242,388
9,900,000
6,500,000
6,461,150
5,825,000
5,661,340
5,547.276

$196,289.831

(1) Prospect Health, a for-profit health care entity, opened within School District boundaries at the site of a former non-profit health
care facility. While it is expected that Prospect Health will be among the top ten taxpayers of the School District, it is presently in
the process of appealing past assessments of its property as a tax-exempt entity, so its final assessed value is unknown at this time.



Other Taxes

Under the Local Tax Enabling Act, the School District collected $405,347 in Real Estate Transfer taxes in 2014-
15, on an unaudited basis. Among the taxes authorized by the Local Tax Enabling Act, on the Real Estate Transfer Tax
is levied by the School District. The Local Tax Enabling Act limit is equal to 12 mills on the market value of real

property.
Commonwealth Aid To School Districts

School districts in the Commonwealth receive annual financial assistance from the Pennsylvania Department
of Education. Broadly speaking, the amount of such assistance is based upon (i) per pupil market value of assessable
real estate in the school district, (ii) per pupil income eamed in the school district and (iii) the school district’s tax
effort, all as compared with such figures on a state-wide basis.

The two major programs that constitute such State aid for the School District are the instructional subsidy and
the special educational subsidy.

The instructional subsidy received by a school district is based, in part, upon the school district’s Market
Value/Income Aid Ratie (the “MVAR?”) as such term is defined in the School Code. The MV AR is a function of both
the ratio of the per pupil market value of real estate in the school district to such per pupil market value in the
Commonwealth and the ratio of the per pupil income of the school district to the per pupil personal income in the
Commonwealth. The School District’s MVAR for Fiscal Year 2017 is 0.8627, which represents the latest data
available.

Rental and sinking fund reimbursement from the Commonwealth for school projects is determined by the
“Reimbursable Percentage” assigned to the school building project and by the school district’s MVAR or Capital
Account Reimbursable Fraction (the “CARF”), whichever is higher. Most school building projects in the
Commonwealth are eligible for state reimbursement. Certain school building projects, such as school administration
buildings, swimming pools and tracks are ineligible for reimbursement. A reimbursement percentage, based upon the
rated pupil capacity of the new or renovated structure and certain other costs, is assigned to each building project. This
reimbursement percentage multiplied by the school district MVAR or CARF, whichever is higher, determines the
state share of the annual lease rental or debt service for that school year.

The difference between the State share and 100% yields the local share of debt service or lease rental payments.
As the school district’s MVAR may change each year, so will the State share of such reimbursement.

The amount of Commonwealth aid to the School District in the future may change in the event amendments
are made to State aid formulas or if changes occur in local conditions which may affect the level of State aid under
current formulas.

Section 633 of the School Code, as amended, presently provides that in all cases where the board of school
directors of any school district fails to pay or to provide for the payment of any indebtedness at date of maturity or
date of mandatory redemption, or on any sinking fund deposit date, or any interest due on such indebtedness on any
interest payment date, or on any sinking fund deposit date, in accordance with the schedule under which the bonds are
issued, the Secretary of Education shall notify such board of school directors of its obligation and shall withhold out
of any Commonwealth appropriation due such school district an amount equal to the sum of the principal amount
maturing or subject to mandatory redemption and interest owing by such school district, or sinking fund deposit due
by such school district, and shall pay over the amount so withheld to the bank or other person acting as sinking fund
depository for such bond issue (“Pennsylvania Act 150 School District Intercept Program™). These withholding
provisions are not part of any contract with the holders of the Bonds, and may be amended or repealed by future
legislation.

There can be no assurance that any payments made pursuant to this withholding provision will be made by the
date on which such payments are due to Bondholders, and the effectiveness of the withholding provisions of Section
633 of the Public School Code may be limited by the application of other withholding provisions contained in the
Schoo! Code. These provisions may apply to withholding and paying over appropriations for payment of unpaid



teachers' salaries. Enforcement may also be limited by bankruptcy, insolvency, or other laws ar equitable principles
affecting the rights of creditors.

For information regarding certain limitations placed on the taxing powers of school districts in the
Commonwealth of Pennsylvania, see “TAXING POWERS OF THE SCHOOL DISTRICT - The Taxpayer Relief
Act (Act 1), as Amended” herein.

Act 25 of 2016

House Bill 1589 (“HB 1589”) was presented to the Governor of Pennsylvania for consideration on April 14,2016
after adoption by the General Assembly. HB1589 contained language that authorized a borrowing to fund PlanCon
appropriations for at least the 2015-16 fiscal year. HB1589 became law and known as Act 25 of 2016 (“Act 257)
when the Governor failed to sign or veto the bill within the ten day period prescribed under the laws of the
Commonwealth. Act 25 authorizes the borrowing to fund PlanCon appropriation for at least the 2015-16 fiscal year.
This financing was completed by the Commonwealth and funds were remitted for the current fiscal year on or arcund
November 10, 2016, There is no certainty that the PlanCon reimbursement will be appropriated or paid in any future
fiscal years.

To the extent that any future legislation contains changes and alterations to the PlanCon program as it currently
is structured, the amount of PlanCon reimbursement to the School District may be positively or negatively affected,
which could impact the amount of local funds needed to be allocated by the School District to pay debt service on its
obligations.

School District Intercept Payments Legislation

Recently enacted Act 85 of 2016 provides for the intercept of school district subsidy payments by the
Commonwealth Department of Education when annual Commonwealth appropriations have not been enacted by July
1 and continue to not be enacted when a school district debt service payment is due. Any Commonwealth payments
made will be deducted from a school district’s allocations upon enactment of a Commonwealth budget. The total
amount of all intercept payments may not exceed 50% of the total non-federal General Fund subsidy payments made
to a school district in the prior fiscal year.

Act 85 is recent legislation. It is not clear how the Commonwealth Department of Education would
apply Act 85 in the event of a budget impasse. In particular, in the absence of a fiscal agent agreement or other
obligation to make a sinking fund deposit more than 10 days in advance of a debt service payment date, timely
payment of the impasse intercept by the Commonwealth Department of Education relies on the required
advance notice by the Secretary of Education to legislative officials. As of the date of this Official Statement,
no precedent or process for this advance notice has been established.



Debt Statement

DEBT AND DEBT LIMITS

Table A-11 below shows the debt of the Chester Upland School District including the issuance of the Bonds
and excluding the Bonds refunded by a portion of the proceeds of the Bonds.

TABLE A-11
CHESTER UPLAND SCHOOL DISTRICT
SCHEDULE OF DIRECT AND OVERLAPPING DEBT
(As of the Date of Issuance of the Bonds) (¥

NONELECTORAL DEBT

Qualified Zone Academy Bonds — Tax Credit, Series of 2017
General Obligation Bonds, Series of 2008

TOTAL NONELECTORAL DEBT

LEASE RENTAL

School Revenue Bonds, Series A of 2016 (Federally Taxable)
School Revenue Bonds, Series B of 2016

School Revenue Note, Series of 2014

School Revenue Bonds, Series A of 2011

School Revenue Bonds, Series C of 2011

TOTAL LEASE RENTAL DEBT

TOTAL PRINCIPAL OF DIRECT DEBT

OVERLAPPING DEBT

City of Chester ®

Chester Township @

Upland Borough

Delaware County )

TOTAL OVERLAPPING DEBT

TOTAL DIRECT AND OVERLAPPING DEBT

(1) Includes the Bonds offered in this Official Statement.

Gross Outstandin

$7,500,000
$  7.070.000

$

(2) Source: Pennsylvania Department of Community and Economic Development 100% overlapping.
(3) Source: Pennsylvania Department of Community and Economic Development. 1.79% overlapping. Proportionate
share ratio is determined by dividing the assessed value of the municipalities that compose the School District by the

assessed value of the County, and multiplying that ratic by the outstanding debt of the County.

Debt Limits and Remaining Borrowing Capacity

14,570,000

18,045,000
7,085,000
5,875,000

33,550,000
9.385.000

$73,940,000

5 88,510,000

$26,697,777
0

1,430,299
5,693,455
$33,821,532

$122,331,532

The borrowing capacity of the School District is calculated in accordance with provisions of the Act, which
describes the applicable debt limits for local government units, including school districts and municipalities. Under
the Act, the School District may incur electoral debt, which is debt approved by a majority of the Schoo! District’s
voters at either a general or special election, in an unlimited amount. Combined net nonelectoral debt and net lease
rental debt (debt represented by capital leases and other forms of agreement evidencing the acquisition of a capital
asset) incurred on behalf of the School District may not exceed 225% of the School District’s “Borrowing Base”. The
Borrowing Base is calculated as the annual arithmetic average of Total Revenues (as defined in the Act), less any
deductions or exceptions (as specified in the Act), for the three full fiscal years next preceding the date of incurring

debt.



The current Borrowing Base of the School District is shown in the following Table A-12, and the current
schedule of existing electoral, nonelectoral and lease rental debt is shown in Table A-11. The section “Remaining
Borrowing Capacity (Under the Local Government Unit Debt Act)” reflects the resulting maximum levels of
nonelectoral and lease rental debt which the School District will be permitted to incur after the issuance and sale of
the Bonds.

TABLE A-12
BORROWING BASE CALCULATION

Fiscal Year Ended June 30

2016
‘ 2014 2015 {unaudited)

Gross Revenues $117,141,649 $126,190,628 $128,228.899
Less: Statutory Deductions
a. Subsidy Rental and Sinking Fund Payments 2,076,187 144,970 144,512
b. Revenues Pledged for Self-Liquidating Debt 0 0 0
¢. Interest on Sinking Funds 0 0 0
d. Grants and Gifts for Special Federally Funded

Projects 0 0 2,556,914
e. Disposition of Assets and Nonrecurring Items 7.411.231 7,789,885 463,000
Net Revenues $107,654,231 $118,255,773 $125,064,473
Total Net Revenues for Three Years | $350,974,477
Borrowing Base-Average Total Revenues for Three Year Period ' §116,991,492
Remaining Borrowing Capacity (Under the Local Government Unit Debt Act)
Debt Limit — 225% of Borrowing Base $263,230,587
Less: Outstanding Net Lease Rental Debt and Net Non-FElectoral Debt ) $88,510,000
Current Borrowing Capacity $181,438,587

(1) Includes the Bonds offered through this Official Statement.

Other School District Indebtedness

The School District has two loans from the Commonwealth of Pennsylvania that are related to the School
District’s financial recovery plan, described below. These loans are not backed by intercept agreements.

Department of Education Financial Recovery Loan

In 2013, the School District received approval for a $10,000,000 financial recovery loan from the
Pennsylvania Department of Education to be used to implement the components of the School District’s financial
recovery plan. The loan bears no interest, and the annual principal payments of $1,000,000 will be due on June 30 of
each year, beginning with June 30, 2016, with the final payment on June 30, 2025,

Commonwealth of Pennsylvania Transition Loan

In 20135, the School District received approval for a $4,665,000 transition loan from the Penngylvania
Department of Education to be used to implement the components of the School District’s financial recovery plan.
The loan bears no interest, and the annual principal payments of $466,500 are due on June 30 of each year,
commencing with June 30, 2018, with the final payment on June 30, 2027.



Debt Service Requirements

Table A-13 presents the debt service requirements on the School District’s outstanding general obligation
and lease rental indebtedness including debt service on the Bonds, including debt service and sinking fund deposits
on the Bonds.

Table A-14 presents data on the extent to which Commonwealth Aid provides coverage for debt service and
lease rental requirements.

The School District has never defaulted on the payment of debt service.

TABLE A-13
CHESTER UPLAND SCHOOL DISTRICT
DEBT SERVICE REQUIREMENTS
(including the Bonds)

QZAB

Outstanding  Debt Service and Sinking Total
Year Debt Service Fund Deposits Debt Service
2018 6,218,663.21 256,666.67 6,475,329.88
2019 8,623,970.52 292,500.00 8.916,470.52
2020 8,629,156.77 287,500.00 8,916,656.77
2021 8,631,528.78 282,500.00 8,914,028.78
2022 8,629,732.98 282,500.00 8,912,232.98
2023 8,629,764.01 282,500.00 8,912,264.01
2024 8,632,329.31 282,500.00 §,914,829.31
2025 8,632,067.38 282,500.00 8,914,567.38
2026 8,613,754.50 302,500.00 §,916,254.50
2027 8,616,291.88 302,500.00 8,918,791.88
2028 8,646,501.13 272,500.00 §,919,001.13
2029 8,046,077.50 272,500.00 8,918,577.50
2030 8,607,963.13 312,500.00 8,920,463.13
2031 1,595,818.75 7,326,250.00 §,922,068.75
2032 0.00 0.00 0.00
Total 111,353,619.81 11,037,916.67 122,391,536.48

(1) Totals may not add due to rounding.



TABLE A-14
CHESTER UPLAND SCHOOL DISTRICT
COVERAGE OF DEBT SERVICE AND LEASE RENTAL
REQUIREMENTS BY COMMONWEALTH AID )

2016-17 Commonwealth Aid Budgeted .......covvveriiiinciinsriesis s s sesess s ss e, $96,538.515
207617 Diebt Setvice: R e qUITEIIBITD i o s s i T e R s s $7.254,548
Maximum Future Debt Service Requirements after Issuance of Bonds......cocccovevvecicnvinnnne. $8,922.069
Coverage of 2016-17 Debt Service REQUITEMENTS .......c.oooooeiiiiiiiiiioiiii i 13.3x
Coverage of Maximum Future Debt Service Requirements after [ssuance

e e T T 10.9x

(1) Assumes current Commonwealth Aid Ratio. See “Commonwealth Aid to School Districts”
Additional and Future Financing

No further long terms borrowings are anticipated other than refundings subject to market conditions.

LABOR RELATIONS
School District Employees

There are presently 440 employees of the School District, including teachers, administrators, and part time and full
time support personnel. The support personnel includes secretaries, custodial, cafeteria employees, maintenance, teacher
aides, transportation employees, and business office employees.

The School District’s teachers are represented by the Chester Upland Education Association, an affiliate of the
Pennsylvania State Education Association under a contract which expired June 30, 2013. The School District and the
teachers are in continued negotiations regarding this contract following rejection in December 2016 of a contract offer
by the School District. The School District is also under contract with the Teamsters Union, which represents
approximately 120 maintenance, cafeteria workers and bus drivers, which expired June 30, 2013. The School District’s
secretaries and clerks are represented by the Chester Upland Educational Support Personnel Association/PSEA under a
contract which expires June 30, 2019.

Pension Program

School districts in Pennsylvania are required to participate in a statewide pension program administered by
the State Public School Employees Retirement Board. All of the School District’s full-time employees, part-time
employees who work more than 80 days in a school year, and hourly employees who work over 500 hours a year
participate in the program.

Currently, each party (the employee, the School District and the Commonwealth) to the program contributes
a fixed percentage of the employee’s salary. Employees belonging to the Pennsylvania Public School Employees’
Retirement System (“PSERS”) prior to July 22, 1983 contribute 5.25% of their salary, and employees who joined
PSERS on or after July 22, 1983 contribute 6.25% of their salary. On February 17, 2002, Act 9 became effective
which created a new membership class that sets the employee contribution rate at 7.50% of the employee’s salary for
those employees hired on or after July 22, 1983. The PSERS Board of Trustees has set the fiscal year 2016-17
employer retirement contribution rate at 30.03 percent of payroll. This contribution may increase in future fiscal years.
Please see the PSERS website www.psers.state.pa.us for a description of the contribution requirements. Both the
School District and the Commonwealth are responsible for paying a portion of the employer’s share. Employers are
divided into two groups; school entities and non-school entities. School entities are responsible for paying 100 percent
of the employer share of contributions to PSERS. The Commonwealth reimburses the employer for one-half the
payment for emplovees.
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Recent School District pension expenditures (prior to Commonwealth reimbursement) have been as follows:

$1,690,651
2,889,520
3,975,732
5,532,106
6,265,570

The School District is current in all payments.

For fiscal year ending June 30, 2015, the School District implemented Governmental Accounting Standards
Board Statement No. 68 which requires the School District to report their proportionate share of the net pension
liability of approximately $72,472,000. The net pension liability was measured as of June 30, 2014, and the total
pension liability used to calculate the net pension liability was determined by rolling forward the PSERS total pension
liability as of June 30, 2013 to June 30, 2014. The School District’s proportion of the net pension liability was
calculated utilizing the School District’s one-year reported covered payroll as it relates to the total one-year reported
covered payroll. The School District’s proportion was 0.1831% of the total.

PSERS is the 17th largest defined benefit pension fund in the nation. PSERS is primarily responsible for
administering a defined benefit pension plan for public school employees in the Commonwealth of Pennsylvania. The
rate of return on investments was 14.91% for the fiscal year ended June 30, 2014, 7.96% for the fiscal year ended June
30, 2013, and 3.43% for the fiscal year ended June 30, 2012.

The Pennsylvania Department of Education uses its actuarial valuations to project future increases in pension
obligations — as a percentage of payroll, for school districts including the School District. Below is the current
percentage as well as the percentages for the past two fiscal years, the current fiscal year and a projection of required
payments for the next two fiscal years,

Fiscal Year Percentage of Pavroll
2015 21.40%
2016 25.84%
2017 30.03%
2018 32.04%
2019 33.27%
2020 34.20%

As of June 30, 2014 the PSERS plan was 62.0% funded, with an unfunded actuarial accrued liability of
approximately $35,121,200,000. For more information, visit the PSERS website at http://www.psers.state.pa.us.

Source: School District Administrative Officials and PSERS website,
Termination Benefits

The School District pays for a portion of post-retirement health care benefits for certain retirees. These post-
retirement health care benefits were offered by the School District as an inducement to hasten voluntary early
termination. These post-retirement health care benefits terminate once the retiree reaches age 65 or within the timeline
specified in the retirement contract, whichever comes first. There are nine retirees within this group who will receive
a lifetime worth of health care benefits. The School District is assuming 90 years of age as the life expectancy for this
group. The youngest and oldest retirees within this group are 75 and 90, respectively. As of June 30, 2015, there are
a total of 17 retirees that are receiving these benefits. During this year, a decrease in the liability of $342,600 was
recorded for these post-retirement health care benefits.



The following table provides the various termination benefits that are currently being administered by the School
District:

Year of Early
Retirement Incentive Annual Cost Cap Per Number of Years Left of
Program Retiree Retirement Incentive Number of Emplovees
Fiscal Year 2009 $8,000 1 3
Fiscal Year 2011 $8,000 1 6
Fiscal Year 2014 $5,000 1 8

Source: School District audited financial statements.
Other Post-Employment Benefits

The School District provides medical, prescription drug, dental and vision insurance benefits to eligible
retired employees, spouse and dependents through a single-employer defined benefit plan. The benefits, benefits
level, employee contribution and employer contribution are administered by the School District and can be amended
by the School District through its personnel manual and union contracts. The plan is not accounted for as a trust fund,
as an irrevocable trust has not been established to account for the plan, The plan does not issue a stand-alone financial
report. The activity of the plan is reported in the School District’s General Fund.

The School District's annual Other Post-Employment Benefit (OPEB) cost (expense) is calculated based on
the Annual Required Contribution (ARC) of the employer, an amount actuarially determined in accordance with the
parameters of GASB Statement 45. The ARC represents a level of funding that, if paid on an ongoing basis, is
projected to cover normal costs each year and amortize any unfunded actuarial liabilities (or funding excess) over a
period not to exceed 30 years. :

The following table shows the components of the School District's annual OPEB cost for the fiscal year
ending June 30, 2015, the amount actually contributed to the Plan, and changes in the School District's net OPEB
obligation to the Plan:

Normal Cost $28,253
Amortization of unfunded actuarial accrued liability 268.458
ANNUAL REQUIRED CONTRIBUTION (ARC) 296,711
Interest on net OPEB obligation -
Adjustment to ARC -
ANNUAL OPEB EXPENSE 296,711
Net OPEB contributions during the year (229.122)
INCREASE IN NET OPEB OBLIGATION 67,589
Net OPEB obligation — beginning of year -
Estimated net OPEB obligation — end of year $67,589
Percentage of Annual
Year Annual OPEB Cost OPEB Cost Contributed Net OPEB Obligation
2014 $296,711 77.22% $67,589



OPEB Funding Status and Funding Progress

The actuarial valuation date for the following information is July 1, 2014.

Entry Age
Actuarial
Actuarial Value Accrued Unfunded AAL .
of Assets Liability (AAL) (UAAL) Funded Ratio Covered
Pavroll
$ - $1,384,681 $1,384,681 0% $22,460,873

Source: School District audited financial statements.

UAALasa
Percentage of
Covered

Payroll
6.16%



APPENDIX B

School District Single Audit
Report for the Fiscal Year Ended June 30, 2015



[ THIS PAGE INTENTIONALLY LEFT BLANK ]



CHESTER UPLAND SCHOOL DISTRICT
ANNUAL FINANCIAL REPORT

Year Ended June 30, 2015

| - - @
Maillie
Expertise Beyond The Numbers™

Certified Public Accountants and Business Consultants




[ THIS PAGE INTENTIONALLY LEFT BLANK |



INTRODUCTORY SECTION



[ THIS PAGE INTENTIONALLY LEFT BLANK ]



CHESTER UPLAND SCHOOL DISTRICT
TABLE OF CONTENTS
YEAR ENDED JUNE 30, 2015

Page
Introductory Section
Table of Contents 1
Financial Section
Independent Auditors’ Report 3
Management’s Discussion and Analysis (Unaudited) 6
Basic Financial Statements
Government-Wide Financial Statements
Statement of Net Position 15
Statement of Activities 16
Fund Financial Statements
Governmental Fund
Balance Sheet 17
Reconciliation of Total Governmental Fund Balance to Net Position of
Governmental Activities 18
Statement of Revenues, Expenditures and Changes in Fund Balance 19
Reconciliation of the Governmental Fund Statement of Revenues,
Expenditures and Changes in Fund Balance to the Statement of
Activities 20
Proprietary Fund
Statement of Net Position 21
Statement of Revenues, Expenses and Changes in Net Position 22
Statement of Cash Flows 23
Fiduciary Fund

Statement of Fiduciary Net Position 24



CHESTER UPLAND SCHOOL DISTRICT
TABLE OF CONTENTS
YEAR ENDED JUNE 30, 2015

Notes to the Basic Financial Statements
Required Supplementary Information
Budgetary Comparison Schedule
Schedule of the School District’'s Proportionate Share of the Net Pension Liability
Schedule of School District Contributions
Postemployment Benefits Other Than Pension Funding Progress
Independent Auditors’ Report on Internal Control Over Financial
Reporting and on Compliance and Other Matters Based on an
Audit of Financial Statements Performed in Accordance With
Government Auditing Standards
Independent Auditors’ Report on Compliance for Each Major Federal
Program and Report on Internal Control Over Compliance in
Accordance With OMB Circular A-133
Supplementary Information - Major Federal Award Programs Audit
Schedule of Expenditures of Federal Awards
Notes to the Schedule of Expenditures of Federal Awards

Schedule of Findings and Questioned Costs

Schedule of Prior Audit Findings

Page

25

49
50
51

52

53

55

58
60
61

63



FINANCIAL SECTION



PO Box 680, Oaks, PA 19456-0680 | 610.935.1420 | Fax:610.935.1632

w ' 4
M // ® 624 Willowbraok Lane, West Chester, PA 19382 | 610.696.4353 | Fax: 610.430.8811
al Ie Maillie LLP | www.mafllie.com

Expertise Beyond The Numbers®

Independent Auditors’ Report

To the Receiver
Chester Upland School District
Chester, Pennsylvania

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund and the aggregate remaining fund information of the Chester Upland School District as
of and for the year ended June 30, 2015, and the related notes to the financial statements, which collectively
comprise the Chester Upland School District's basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

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

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund and the aggregate
remaining fund information of the Chester Upland Scheol District as of June 30, 2015, and the respective changes
in financial position and, where applicable, cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

iBe Certified Public Accountants and Business Consultants



To the Receiver
Chester Upland School District
Chester, Pennsylvania

Emphasis of Matter

The accompanying financial statements have been prepared assuming the Chester Upland School District will
continue its operations under normal operating provision of the School Laws of Pennsylvania. As discussed in
Notes B and M to the financial statements, the Pennsylvania Depariment of Education and/or federal, state, or
county courts may impose directives which could affect the cantinuing operations of the School District.

As discussed in Note L to the financial statements, for the year ended June 30, 2015, the Chester Upland School
District adopted new accounting guidance, implementing Governmental Accounting Standards Board Statement
No. 68, Accounting and Financial Reporting for Pensions--An Amendment of GASB Statement No. 27. QOur
opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 6 through 14, budgetary comparison information on page 49, schedule of the
school district's proportionate share of the net pension liability on page 50, schedule of school district
contributions on page 51, and postemployment benefits other than pension funding progress on page 52 be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements and
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Chester Upland School District’s basic financial statements. The schedule of expenditures of federal awards,
as required by the U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations, is presented for purposes of additional analysis and is not a required part of the
basic financial statements.

The schedule of expenditures of federal awards is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the schedule of expenditures of federal awards is fairly
stated in all material respects in relation to the basic financial statements as a whole.



To the Receiver
Chester Upland School District
Chester, Pennsylvania

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August 29, 2018, on
our consideration of the Chester Upland School District’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the Chester Upland School District's internal control over financial reporting and
compliance.

Tltnle LLF
Oaks, Pennsylvania
August 29, 2016



CHESTER UPLAND SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (Unaudited)
YEAR ENDED JUNE 30, 2015

The Receiver is pleased to present to readers of the financial statements of Chester Upland School
District this narrative overview and analysis of the financial activities of the School District for the fiscal
year ended June 30, 2015. We encourage readers to consider the information presented here in
conjunction with additional information furnished in the financial statements and notes to the financial

statements.

While the Board of School Directors was the governing body of the Chester Upland School District from
July 1, 2010 through December 12, 2012, the District was placed in receivership on December 13,
2012, for a term of three years and thereafter extended.

FINANCIAL HIGHLIGHTS

Government-Wide Financial Statements

s

In the governmental activities, total revenues increased $11.2 million - from $110.5
million in 2014 to $121.7 million in 2015. The was the result of increased program
revenues of $900 thousand, increased general revenues consisting of real estate taxes
of $1.7 million, grants and contributions not restricted to specific programs of $7.1
million, gains from the sale of assets of $1.6 million, refunds of prior period expenditures
of $700 thousand, offset by an $800 thousand transfer to the Proprietary Fund.

While general revenues accounted for $99,068,816 or 81.4% of total revenues (prior
year, $88,735,946 or 80.3%), it should be noted that the $7.1 miillion increase in grants
and contributions not restricted to specific programs includes $4.7 million in proceeds
from a state transition loan.

Governmental activities program revenues in the form of charges for services, operating
grants and contributions and capital grants and contributions accounted for $22,631,700
or 18.6% of total revenues (prior year, $21,762,862 or 19.8). Revenue in this category
increased $900 thousand, primarily as a result of an increase in federal grant revenues.
Program revenues vary from year to year depending upon grants awarded to the School
District.

Current total governmental activities expenditures decreased from $122,360,247 in
2013-14 10 $120,679,519 in 2014-15. This $1.7 million decrease is primarily the result of
a $3.3 million decrease in charter school tuition (the result of an agreement reached
between the district and the charter schools), a $500 thousand decrease in interest on
debt, a $400 thousand decrease in pupil health services, and a $200 thousand decrease
in business services offset by an increases in regular and special education
expenditures and other areas of $1.2 million, $1.4 million and $100 thousand
respectively.

Fund Financial Statements

>

As of the end of the current fiscal year, Chester Upland School District's Governmental
Fund reported an ending fund balance of negative $7.7 million. This is attributed to the
unassigned fund balance for the General Fund, which increased from negative $8.8
million at June 30, 2014, to negative $7.7 million at June 30, 2015. This $1.1 million
increase is primarily the result of $4.6 million from loan proceeds, $3.2 million local
revenue in excess of budget, $400 thousand state and federal revenues in excess of
budget, offset by $7.1 million in special education and other expenditures over budgeted
amounts.
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CHESTER UPLAND SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
YEAR ENDED JUNE 30, 2015

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the Chester Upland School
District's basic financial statements. The Chester Upland School District's basic financial statements
comprise three components:

1. Government-wide financial statements,
2. Fund financial statements and
3. Notes to the financial statements.

This report also contains other supplementary information in addition o the basic financial statements
themselves.

Government-Wide Financial Statements. The govermment-wide financial statements are designed to
provide readers with a broad overview of the Chester Upland School District’'s finances, in a manner
similar to a private-sector business. There are two government-wide statements presented in this
report.

) The statement of net position presents information on all of the Chester Upland School
District's assets and liabilities, with the difference between the two reported as net
position. Over time, increases or decreases in net position may serve as a useful
indicator of whether the financial position of the Chester Upland School District is
improving or deteriorating. To assess the District’'s overall health, one needs to consider
additional non-financial factors such as changes in the District’s property tax base and
the condition of school buildings and other facilities.

. The statement of aclivities presents information showing how the District’'s net position
changed during the most recent fiscal year. All changes in net position are reported as
soon as the underlying event giving rise to the change occurs, regardless of the timing of
related cash flows. Thus, revenues and expenses are reported in this statement for
some items that will only result in cash flows in future fiscal periods (e.g., uncollected
taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the Chester Upland School
District that are principally supported by taxes and intergovernmental revenues (govermmental
activities) from other functions that are intended to recover all or a significant portion of their costs
through user fees and charges (business-type activities).

In the government-wide financial statements, the District’s activities are divided into two categories:
. Governmental Activities: Most of the District's basic services are included here, such
as regular and special education, transportation and administration. Property taxes and

state formula aid finance most of these activities.

) Business-Type Activities: The District charges fees to help it cover the costs of certain
services it provides, such as the food service program.

The government-wide financial statements can be found on pages 15 and 16 of this report.

-7-



CHESTER UPLAND SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALY SIS (Unaudited)
YEAR ENDED JUNE 30, 2015

Fund Financial Statements. The fund financial statements provide more detailed information about
the District's funds. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Chester Upland School
District, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the Chester Upland School
District can be divided into two categories: Governmental Funds and the Proprietary Fund.

Governmental Funds. Most of the District's basic services are included in Governmental Funds.
Governmental Funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial
statements, Governmental Funds financial statements focus on short-term inflows and outflows of
spendable resources, as weill as on balances of spendable resources available at the end of the fiscal
year. Such information may be useful in evaluating a District's near-term financing requirements.

Because the focus of Governmental Funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for Governmental Funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the Governmental Funds balance sheet and the Governmental Funds statement of
revenues, expenditures and changes in fund balances provide a reconciliation to facilitate this
comparison between Governmental Funds and governmental activities. :

The Chester Upland School District maintains several individual Governmental Funds. For the year
ended June 30, 2015, information is presented in the Governmental Funds balance sheet and in the
Governmental Funds statement of revenues, expenditures and changes in fund balances for the
General Fund, as it is considered to be the only reportable major fund.

The Chester Upland School District adopts an annual appropriated budget for its General Fund. A
budgetary comparison statement has been provided for the General Fund for consideration of
compliance with the budget.

The basic Governmental Funds financial statements can be found on pages 17 to 20 of this report.

Proprietary Fund. The Chester Upland School District maintains one type of Proprietary Fund; the
Food Service Fund, which is an Enterprise Fund. Enterprise Funds are used to report the same
functions presented as business-type activities in the government-wide financial statements. This fund
accounts for the financial transactions related to the food service operation of the District.

The basic Proprietary Fund financial statements can be found on pages 21 to 23 of this report:
Notes to the Basic Financial Statements. The notes provide additional information that is essential

to a full understanding of the data provided in the government-wide and fund financial statements. The
notes to the basic financial statements can be found on pages 25 to 48 of this report.



CHESTER UPLAND SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (Unaudited)
YEAR ENDED JUNE 30, 2015

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. In the case of the Chester Upland School District, liabilities exceeded assets by $134,150,148

at the close of the most recent fiscal year.

The table below summarizes the net position of the District at June 30, 2015 and 2014.

Chester Upland School District’s Net Position
Governmental Activities

2015 2014
ASSETS AND DEFERRED OQUTFLOWS
Current and other assets $ 10,415,536 3 12,730,800
Capital assets 32,489,028 34,041,626
Deferred outflows of resources 5,106,000 -
TOTAL ASSETS AND DEFERRED
OUTFLOWS ' 48,011,464 48,772,426
LIABILITIES AND DEFERRED INFLOWS
Long-term liabilities outstanding 153,888,147 81,264,377
Other liabilities 15,401,714 20,013,443
Deferred inflows of resources 12,407,000 -
TOTAL LIABILITIES AND DEFERRED
INFLOWS 181,696,861 101,277,820
NET POSITION
Net investment in capital assets (33,191,197) (35,951,177)
Restricted 20,973 20,973
Unrestricted (100,515,173) (18,575,190)
TOTAL NET POSITION $ (133,685,397) 3 (54,505,394

The District’s financial position is a product of many factors. In the governmental activities, the grants
and contributions not restricted to specific programs drives the majority of the revenue generated. The
tax base of the district is the second largest contributor of revenues. The District consists of three
municipalities: Chester City, Upland Borough and Chester Township. In the business-type activities,
which are food services, revenue is generated through meal production and resale.



Business-Type Activities Totals

2015 2014 2015 2014

$ 405,862 $ (1,042,789 $ 10,821,398 $ 11,688,011
- 12,666 32,489,928 34,054,292

6,000 - 5,112,000 -

411,862 (1,030,123) 48,423,326 45,742,303

82,000 - 153,970,147 81,264,377

780,613 74,209 16,182,327 20,087,652
14,000 - 12,421,000 -

876,613 74,209 182,573,474 101,352,029
- 12,666 (33,191,197) (35,938,511)

- - 20,973 20,973
(464,751) (1,116,998) (100,979,924) (19,692, 188)
$ (464,751) $  (1,104,332) $ (134,150,148) $  (55,609,726)




CHESTER UPLAND SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
YEAR ENDED JUNE 30, 2015

Changes in the net position of the District are highlighted in the following table:

Chester Upland School District’s Change in Net Position
Governmental Activities

2015 2014
REVENUES
Program revenues
Charges for services 3 221,843 $ 270,691
Operating grants and contributions 22,264,887 19,415,084
Capital grants and contributions 144,970 2,076,187
General revenues
Property taxes 19,293 446 17,569,790
Other taxes 429232 487,728
Grants and entitlements not restricted to
specific programs 77,520,983 70,353,623
Investment earnings - 7,060
(zain on sale of capital assets 1,848,149 255,736
Other ' 9,553 72,009
Refund of prior year expenditures 717,453 -
. TOTAL REVENUES 122,450,516 110,498,808
EXPENSES
Instruction 91,908,588 93,364,437
Support services 6,942,169 6,881,684
Administration 6,122,649 . 5,951,690
Operation and maintenance of plant services 6,707,787 6,603,871
Student transportation services 3,316,483 3,083,818
Food service - -
Student activities 205,375 234,010
Community services 650,120 681,651
Interest and amortization 2,968,929 3,542,767
Depreciation, unallocated 1,857,419 2,016,318
Transfers 750,000 -
TOTAL EXPENSES 121,429 519 122,360,247
CHANGE IN NET POSITION 1,020,997 (11,861,439)
NET POSITION AT BEGINNING OF YEAR (134,706,394) (42,643,955)
NET POSITION AT END OF YEAR $ (133,685,397) $ (54,505,394)




$

Business-Type Activities

2015 2014
81,005 $ 113,621
1,727,331 1,295,866
208 -
1,808,544 1,409,487
1,827,963 1,754,287
(750,000) -
1,077,963 1,754,287
730,581 (344,800)
(1,195,332) (759,532)
(464,751) $  (1,104,332)

-10 -

Totals

2015 2014
$ 302,848 3 384,312
23,992,218 20,711,850
144,970 2,076,187
19,293,446 17,559,790
429,232 487,728
77,520,983 70,353,623
- 7,060
1,848,357 255,736
9,553 72,009
717,453 -
124,259,060 111,908,295
91,908,588 93,364,437
6,942 169 6,881,684
6,122,649 5,951,690
6,707,787 6,603,871
3,316,483 3,083,819
1,827,963 1,754,287
205,375 234,010
650,120 681,651
2,968,929 3,542,767
1,857,419 2,016,318
122,507,482 124,114,534
1,751,578 (12,206,239)
(135,901,726) (43,403,487)
$ (134,150,148) $ (55,609,726)




CHESTER UPLAND SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (Unaudited)
YEAR ENDED JUNE 30, 2015

The following charts illustrate the sources and uses of funds for the governmental activities of the
Chester Upland School District:

Revenues by Source

Other
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CHESTER UPLAND SCHOOL DISTRICT
MANAGEMENT’'S DISCUSSION AND ANALYSIS (Unaudited)
YEAR ENDED JUNE 30, 2015

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

As noted earlier, the Chester Upland School District uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Governmental Funds

The focus of the Chester Upland School District's Governmental Funds is to provide information on
near-term inflows, outflows and balances of spendable resources. Such information is useful in
assessing the Chester Upland School District's financing requirements. In particular, unassigned fund
balance may serve as a useful measure of a government’s net resources available for spending at the
end of the fiscal year.

As of the end of the current fiscal year, the Chester Upland School District's Governmental Funds
reported combined ending fund balances of negative $7,705,916, which was comprised entirely by the
General Fund, as there was no Capital Projects ended fund balance to report. The General Fund is the
primary operating fund of the Chester Upland School District.

Proprietary Fund

The Chester Upland School District’s Proprietary Fund financial statements at the fund-level provide the
same type of information found in the government-wide financial statements but in more detail. Daily
management and administration of the food service program is performed by Chartwells, Compass
Group USA.

The Food Service Fund’s net position increased by $730,581 during the year, as a result of a $750,000
transfer from the district's general fund to reduce the fund’s accumulated deficit. Through increased
subsidy revenue and a renegotiated contract with its service provider vendor, the district has made
great strides developing its Food Service Fund Program to be self-supporting on an annual basis. As
a result, the fund’s net position at year-end was negative $465 thousand (compared to $1.1 miliion the
previous year), with an annual net change before the transfer of negative $19 thousand, compared to
an annual net change of negative $345 thousand the previous year. The table below shows the fund's
annual net changes before fund transfers for the last five years:

Annual
Net Change
Year Ended Before Fund
June 30, Transfer
2011 $ (611,075
2012 (616,609)
2013 (601,297)
2014 (344,800)
2015 (19,419)

Other factors concerning the Food Service Fund have already been addressed in the discussion of the
School District's business-type acflivities.
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CHESTER UPLAND SCHOOL DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS (Unaudited)
YEAR ENDED JUNE 30, 2015

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The Chester Upland School District's investment in capital assets for its governmental and business-
type activities as of June 30, 2015, amounts to $32,489,928 (net of accumulated depreciation).

The following table shows the breakdown of the governmental portion.
Chester Upland School District’s Capital Assets (Net of Depreciation)

Governmental Activities

2015 2014
Land and improvements 3 51,102 $ 153,310
Buildings and building improvements 31,119,637 32,541,415
Furniture and equipment 1,319,189 1,346,901
$ 32,489,928 $ 34,041,626

Additional information on the Chester Upland School District’s capital assets can be found in Note D of
this report,

Long-Term Debt

Chester Upland School District’s Outstanding Debt
Governmental Activities
2015 2014

Qutstanding obligation bonds $ 72,270,000 $ 71,880,000
Chester Upland School District maintains a Moody’s BaZ2 rating.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

At the time these financial statements were prepared and audited, the District was aware of existing
circumstances that could significantly affect its financial health in the future:

> During the 2014-15 year, the district received $4.7 million in proceeds from a state
tfransition loan. The loan is to be paid back over ten years with the first payment
occurring on June 30, 2018 and the last payment occurring on June 30, 2027.

> In October, 2015, the district entered into an agreement with charter schools that would
reduce the district's charter school tuition expenditures. This agreement generated
savings of $3.3 million for the district in 2014-15 from 2013-14 levels. |n addition, it will
provide savings to the district for the entire 2015-16 year. The agreement expires on
June 30, 2025.



Business-Type Activities

2015

$

2014

12,666

12,666

Business-Type Activities

2015

2014

Totals
2015 2014
$ 51,102 3 153,310
31,119,637 32,541,415
1,319,189 1,359,567
$ 32,489,928 $ 34,054,292
Totals
2015 2014
$ 72,270,000 $ 71,880,000
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CHESTER UPLAND SCHOOL DISTRICT
MANAGEMENT’S DISCUSSION AND ANALY SIS (Unaudited)
YEAR ENDED JUNE 30, 2015

> Furthermore, in May, 2016, Pennsylvania legislators passed House Bill 1552 that will
provide additional funding in excess of $12 million annually to the district in perpetuity.
This, along with reduced charter school tuition expenditures above, wili help the district
reduce its annual structural deficit.

The School District adopted its 2015-16 and 2016-17 fiscal year budgets in June 2015 and 2016
respectively. The district's 2015-16 budget included revenues of $112,861,832 and expenditures of
3$135,382,671. Since this budget was adopted in June, 2015, the favorable impacts of the tuition-
savings-agreement with charters and the additional state revenue from House Bill 1552 were not
reflected in the budget. However, with these developments, 2015-16 forecasted revenues and
expenditures are $126.4 million and $128.1 million respectively.

The district’s 2016-17 budget included revenues of $124,069,481 and expenditures of $131,359,445.

The district’'s receiver and senior administration continue to meet and discuss with decision makers at
the state-level.

> The 2015-16 and 2016-17 millage rates for the City of Chester, Chester Township and
Upland Borough are:

Millage Rates
Chester
Township
City of and Upland
Chester Borough
2015 to 2016 $ 57.7993 $ 24.6928
2016 to 2017 ‘ 59.7633 25.6555

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Chester Upland School District's
finances for those with an interest in the government’s finances. Questions concerning any of the
information provided in this report or requests for additional financial information should be addressed
to the Chief Business Administrator, Chester Upland School District, Administration Suite, 232 West 9th
Street, Chester, PA 19013.
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CHESTER UPLAND SCHOOL DISTRICT
STATEMENT OF NET POSITION
JUNE 30, 2015

Governmental Business-Type
Activities Activities Totals
ASSETS
Cash and cash equivalents $ 3,416,546 $ 501,995 $ 3,918,541
Taxes receivable 3,490,735 - 3,490,735
Internal balances 212,538 (212,538) -
Due from other governments 2,605,600 78,749 2,684,349
Other receivables 132,774 20,410 153,184
Inventories - 17,246 17,246
Prepaid expenses 536,370 - 536,370
Restricted cash and cash equivalents 20,973 - 20,973
Capital assets, net of accumulated depreciation
Land and improvements 51,102 - 51,102
Buildings and building improvements 31,118,637 - 31,119,637
Furniture and equipment 1,319,189 - 1,319,189
TOTAL ASSETS 42,905,464 405,862 43,311,326
DEFERRED QUTFLOWS OF RESOURCES
Deferred outflows of resources, pension activity 5,106,000 6,000 5,112,000
LIABILITIES
Accounts payable 7,016,653 762,610 7,779,283
Accrued salaries and benefits 5,827,995 13,663 5,841,658
Accrued interest 770,996 - 770,996
Unearned revenue 1,781,070 4,340 1,785,410
Other current liabilities 5,000 - 5,000
Long-term liabilities
Portion due or payable within one year
Bonds payable 4,372,028 - 4,372,028
Financial recovery loan 1,000,000 - 1,000,000
Lease-purchase obligations 24 534 - 24,534
Compensated absences 90,918 - 90,918
Termination benefits 109,343 - 109,343
Portion due or payable after one year
Bonds payable 61,284 563 - 61,284 563
Financial recovery loan 9,000,000 - 9,000,000
Commonwealth of PA transition loan 4,665,000 - 4,665,000
Compensated absences 818,254 - 818,254
Termination benefits 65,918 - 65,918
Net pension liability 72,390,000 82,000 72,472,000
Net OPEB oblication 67,589 - 67,582
TOTAL LIABILITIES 169,289,861 862,613 170,152,474
DEFERRED INFLOWS OF RESOURCES
Deferred inflows of resources, pension activity 12,407,000 14,000 12,421,000
NET POSITION
Net investment in capital assets (33,191,197) - (33,191,197)
Restricted 20,973 - 20,973
Unrestricted (100,515,173) (464,751) (100,979,924)
TOTAL NET POSITION $ (133,685,397) $ (464,751) $ (134,150,148)

See accompanying notes (o the basic financial statements.
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CHESTER UPLAND SCHOOL DISTRICT

STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2015

Program Revenues

Qperating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
GOVERNMENTAL ACTIVITIES
Instruction
Regular programs 46,456,911 $ 62,466 $ 3,344,209 $ -
Special programs 41,278,181 - 12,931,444 -
Vocational education programs 828,416 - 356,199 -
Other instructicnal programs 2542175 - 58,953 -
Pre-kindergarten programs 802,905 - 838,865 -
Support services
Pupil personnel services 2,253,121 - 227,315 -
Instructional staff services 3,224,894 - 188,629 -
Administration services 5,048 955 - 391,948 -
Pupil health services 394,255 - 73,006 -
Business services 1,073,694 - 99,818 -
Operation and maintenance of plant
services 6,707,787 - 399,667 -
Student transportation services 3,316,483 142,754 2,214,491 -
Central services 1,024,361 - 55,737 -
Other services 45,538 - - -
Operation of non-instructional services
Student activities 205,375 16,623 21,332 -
Community services 650,120 - 809 -
Facilities acquisition, construction and
improvement - - 1,062,365 -
Interest and amortization on long-term
debt 2,968,929 - - 144,970
Depreciation, unallocated 1,857,419 - - -
TOTAL GOVERNMENTAL
ACTIVITIES 120,679,519 221,843 22,264,887 144,970
BUSINESS-TYPE ACTIVITIES
Food service 1,827,963 81,005 1,727,331 -
TOTAL SCHQOOL DISTRICT
ACTIVITIES 122,507,482 $ 302,848 $ 23,992,218 $ 144,970

GENERAL REVENUES

Taxes

Property taxes, levied for general purposes

Transfer taxes

Public utility taxes-

Grants and contributions not restricted to specific programs

Gain on sale of capital assets
Refund of prior year expenditures/revenues, net

Miscellaneous
Transfers

TOTAL GENERAL REVENUES

CHANGE IN NET POSITION

NET POSITION AT BEGINNING OF YEAR, restated

NET POSITION AT END OF YEAR

See accompanying notes to the basic financial statements.



Net (Expense) Revenue and Changes in Net Position

Governmental Business-Type

Activities Activities Totals
$ (43,050,238) 3 - $  (43,050,236)
(28,348,737) - (28,348,737)
(472,217) - (472,217)
(2,483,222) - (2,483,222)
35,960 - 35,960
(2,025,808) - (2,025,808)
(3,036,265) - (3,036,265)
(4,657,007) - (4,657,007)
(321,249) - (321,249)
(973,778) - (973,778)
(6,308,120) - (6,308,120)
(959,238) - (959,238)
(968,624) - (968,624)
(45,538) - (45,538)
(167,420) - (167,420)
(649,311) - (649,311)
1,062,365 - 1,062,365
(2,823,959) - (2,823,959)
(1,857.419) - (1,857 419)
(98,047,819) - (98,047,819)
- (19,627) (19,627)
(98,047,819) (19,627) (98,067,448)
19,293,446 - 19,293,446
405,347 - 405,347
23,885 - 23,885
77,520,983 - 77,520,983
1,848,149 208 1,848,357
717,453 - 717,453
9,553 - 9,553
(750,000) 750,000 -
99,068,816 750,208 99,819,024
1,020,997 730,581 1,751,578
(134,706,394) (1,195,332) (135,901,728)
$ (133,685,397) 3 (464.751) $ (134,150,148)
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CHESTER UPLAND SCHOOL DISTRICT

BALANCE SHEET

GOVERNMENTAL FUNDS
JUNE 30, 2015

ASSETS
Cash and cash equivalents
Taxes receivable
Due from other funds
Due from other governments
Prepaid items
Restricted assets
Cash and cash equivalents (Note G)

TOTAL ASSETS

LIABILITIES, DEFERRED INFLOW OF
RESOURCES AND FUND DEFICIT

LIABILITIES
Accounts payahle
Due to other funds
Unearned revenue
Accrued salaries and benefits
Other payables
TOTAL LIABILITIES

DEFERRED INFLOW OF RESOURCES
Unavailable revenues, property taxes

FUND DEFICIT
Nonspendable, prepaid items
Restricted, debt service
Unassigned
TOTAL FUND DEFICIT

TOTAL LIABILITIES, DEFERRED
INFLOW OF RESOURCES AND

FUND DEFICIT

Total
Capital Governmental

General Fund Projects Fund Funds
$ 3,416,546 $ - $ 3,416,546
3,490,735 - 3,490,735
224,020 - 224,020
2,427,193 311,181 2,738,374
536,370 - 536,370
20,973 - 20,973
$ 10,115,837 3 311,181 $ 10,427,018
$ 6,716,954 S 299,699 $ 7,016,653
- 11,482 11,482
1,781,070 - 1,781,070
5,827,995 - 5,827,995
5,000 - 5,000
14,331,019 311,181 14,642,200
3,490,734 - 3,490,734
536,370 - 536,370
20,973 - 20,973
(8,263,259) - (8,263,259)
(7,705,918) - (7,705,916)
$ 10,115,837 $ 311,181 $ 10,427,018

See accompanying notes to the basic financial statements.
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CHESTER UPLAND SCHOOL DISTRICT
RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE

TO NET POSITION OF GOVERNMENTAL ACTIVITIES
JUNE 30, 2015

TOTAL GOVERNMENTAL FUND BALANCE

Capital assets used in governmental activities are not current
financial resources and therefore are not reported in the fund.
These assets consist of:

Land and improvements

Buildings and building improvements

Furniture and equipment

Some of the School District’'s revenues will be collected after year-
end but are not available soon enough to pay the current year's
expenditures and therefore are reported as deferred revenue in the
funds. ‘

Deferred inflows and outflows of resources related to pension
activities are not financial resources and therefore are not reported in
the governmential funds.

Long-term liabilities applicable to governmental aclivities are not due
and payable in the current year and, accordingly, are not reported as
fund liabilities.

Accrued interest

Bonds payable

Department of Education Financial Recovery Loan

L.ease-purchase obligations

Compensated absences

Termination benefits

Net pension liability

Net OPEB liability

NET POSITION OF GOVERNMENTAL ACTIVITIES

See accompanying notes to the basic financial statements.
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(7,705,916)

51,102
31,119,637
1,319,189

3,490,734

(7,301,000)

(770,996)
(65,656,591)
(14,665,000)

(24,534)

(909,172)

(175,261)
(72,390,000)

(67,589)

$ (133,685,397)




CHESTER UPLAND SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2015

REVENUES
Local sources
State sources
Federal sources

TOTAL REVENUES

EXPENDITURES
Instruction
Support services
Operation of non-instructional services
Debt service
Facilities acquisition, construction and
improvement services
TOTAL EXPENDITURES

DEFICIENCY OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Loan proceeds
Transfers out
Proceeds from sale of capital assets
TOTAL OTHER FINANCING
SOURCES (USES)

NET CHANGE IN FUND BALANCE

FUND DEFICIT AT BEGINNING OF YEAR

FUND DEFICIT AT END OF YEAR  $

General Fund

$ 22,131,813

90,270,062

5,898,868

118,400,743

92,931,888
23,333,436
854,337
7,215,485

124,335,148

(5,934,403)

4,665,000
(750,000)

3,124,885

7,039,885

1,105,482

(8,811,398)

Capital
Projects Fund

Total
Governmental
Funds

1,062,365

1,062,365

'

1,062,365

1,062,365

(7,705,916)

See accompanying notes to the basic financial statements.
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$

22,131,813
91,332,427

5,098,868

119,463,108

92,931,888
23,333,436
854,337
7,215,485

1,062,365

125,397,511

(5,934,403)

4,665,000
(750,000)

3,124,885

7,039,885

1,105,482

(8,811,398)

(7,705,916)



CHESTER UPLAND SCHOOL DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUND STATEMENT OF
REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
TO THE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2015

NET CHANGE IN FUND BALANCE - TOTAL GOVERNMENTAL FUND $ 1105482

Capital outlays are reported in the Governmental Fund as expenditures. However,
in the statement of activities, the cost of those assets is allocated over their
estimated useful lives as depreciation expense. This is the amount by which
depreciation exceeds capital outlays during the year.

Capital outlays 1,582,457
Depreciation (1,857,419)
(274,962)

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the fund. The following are the net
changes in these noncurrent resources:
Property taxes 1,156,912

Certain capital assets were disposed of during the year generating cash which is
reported in the Governmental Funds as revenue. However, the assets had an
under-depreciated balance at the time of disposal resulting in a reduction of the
amount of gain. This is the amount of the book value. (1,276,7386)

The issuance of long-term debt (e.g., bonds, leases) provides current financial
resources to the Governmental Fund, while the repayment of the principal of long-
term debt consumes current financial resources of the Governmental Fund. Neither
transaction, however, has any effect on net position. Also, the Governmental Fund
reports the effect of issuance costs, premiums, discounts and similar items when
debt is first issued, whereas these amounts are deferred and amortized in the
statement of activities. This amount is the net effect of these differences in the
treatment of long-term debt and related items.

Loan proceeds (4,665,000)
Capital lease payments 95,622
Bond discount (58,972)
Principal repayments 4,275,000
Termination benefit costs 342,600

(10,750)

Under the modified accrual basis of accounting used in the Governmental Fund,
expenditures are not recognized for transactions that are not normally paid with
expendable available resources. In the statement of activities, however, which is
presented on the accrual basis, expenses and liabilities are reported regardless of
when financial resources are available. In addition, interest on long-term debt is not
recognized under the modified accrual basis of accounting until due rather than as it
accrues. The following are the impact of the net changes in balances:

Compensated absences (155,431)
Accrued interest on long-term debt 34,071

Net pension liability 510,000
Net OPEB liability (67,589)
321,051

CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES $ 1,020,997

See accompanying notes to the basic financial statements.

-20 -



CHESTER UPLAND SCHOOL DISTRICT
STATEMENT OF NET POSITION
PROPRIETARY FUND

JUNE 30, 2015

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Due from other governments
Other receivables
Inventories

TOTAL CURRENT ASSETS

CAPITAL ASSETS
Furniture and equipment
Accumulated depreciation
TOTAL CAPITAL ASSETS

TOTAL ASSETS

DEFERRED OQUTFLOWS OF RESOURCES
Deferred outflows of resources, pension activity

LIABILITIES

CURRENT LIABILITIES
Due to other funds
Accounts payable
Deferred revenue
Accrued salaries and bengefits

TOTAL CURRENT LIABILITIES

NONCURRENT LIABILITIES
Net pension liability

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES
Deferred inflows of resources, pension activity

NET POSITION
Unrestricted

TOTAL NET POSITION

See accompanying notes to the basic financial statements.

-21 -

$

$

Enterprise
Fund
Food

Service Fund

501,995
78,749
20,410
17,246

618,400

590,921

{690,921)

618,400

6,000

212,538
762,610
4,340

13,663

983,151

82,000

1,075,151
14,000

(464,751)

(484,751)



CHESTER UPLAND SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET POSITION

PROPRIETARY FUND
YEAR ENDED JUNE 30, 2015

OPERATING REVENUES
Charges for services

OPERATING EXPENSES
Salaries
Employee benefits
Contractual
Supplies
Depreciation
Other operating expenses
TOTAL OPERATING EXPENSES

OPERATING LOSS
NONOPERATING REVENUES
Gain on sale of fixed assets
State sources
Federal sources
TOTAL NONOPERATING REVENUES
CHANGE IN NET ASSETS BEFORE TRANSFERS
TRANSFERS IN
CHANGE IN NET POSITION
NET POSITION AT BEGINNING OF YEAR, restated

NET POSITION AT END OF YEAR

See accompanying nofes to the basic financial statements.
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Enterprise
Fund
Food

Service Fund

3 81,005

29,340
14,325
1,671,180
100,294
12,666
158
1,827,963

(1,746,958)
208
71,079
1,656,252
1,727,539

(19,419)
750,000
730,581

(1,195,332)

$ (464,751)



CHESTER UPLAND SCHOOL DISTRICT
STATEMENT OF CASH FLOWS

PROPRIETARY FUND
YEAR ENDED JUNE 30, 2015

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Payments to employees
Payments to suppliers
NET CASH USED BY OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Proceeds from sale of fixed assets
Federal sources
State sources

NET CASH PROVIDED BY NONCAPITAL FINANCING

ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Transfers in

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

RECONCILIATION OF OPERATING LOSS TO NET CASH USED BY

OPERATING ACTIVITIES
Operating loss

Adjustments to reconcile operating loss to net cash used by operating

activities

Depreciation

Pension expense

Increase in
Other receivables
Due from other governments
Inventories

Increase (decrease) in
Due to other funds
Accounts payable
Deferred revenue
Accrued salaries and benefits

NET CASH USED BY OPERATING ACTIVITIES

- See accompanying notes to the basic financial statements.
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Enterprise
Fund
Food

Service Fund

$ 60,279
(35,165)
(2.021,467)
(1,996,353)

208
1,656,252
71,079

1,727,539

750,000
481,186
20,809

$ 501,995

$ (1,746,958)

12,666
(1,000)

(20,410)
(14,402)
(10,049)

(922,604)
697,220
(316)
9,500

$ (1,996,353)



CHESTER UPLAND SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET POSITION

FIDUCIARY FUNDS
JUNE 30, 2015

Agency Funds

Student Other
Activity Fund Agency Funds Totals
ASSETS
Cash and cash equivalents 3 13,318 3 2,097 $ 15,415
LIABILITIES
Other current liabilities $ 13,318 $ 2,097 $ 15,415

See accompanying notes to the basic financial statements.
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CHESTER UPLAND SCHOOL. DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Financial Reporting Entity

Chester Upland School District (the “School District”) is a municipal corporation governed by
a locally elected nine-member board. As required by accounting principles generally
accepted in the United States of America, these financial statements present the Chester
Upland School District (the primary government) and its component units (entities for which
the government is considered to be financially accountable). Other organizations for which
the primary government is not accountable but for which the nature and significance of their
relationship with the primary government are such that exclusion would cause the reporting
entity’'s financial statements to be misleading are also included as part of the reporting
entity. Blended component units, although legally separate entities, are, in substance, part
of the government’s operations. Chester Upland School Authority is a blended component
unit as defined in Governmental Accounting Standards Board Statement No. 61 and is
included in the School District's reporting entity.

The basic financial statements of the Chester Upland School District have been prepared in
conformity with generally accepted accounting principles (GAAP) as applied to govern-
mental units, The Governmental Accounting Standards Board (GASB) is the accepted
standard setting body for establishing governmental accounting and financial reporting
principles, which are primarily set forth in the GASB’'s Codification of Governmental
Accounting and Financial Reporting Standards (GASB Codification). The School District
has adopted all GASR Statements through No. 65.

The accompanying basic financial statements comply with the provisions of GASB
Statement No. 61, The Financial Reporting Entity: Omnibus, in that the financial statements
include all organizations, activities and functions for which the School District is financially
accountable. Financial accountability is defined as the appointment of a voting majority of a
component unit's board and either (1) the School District's ability to impose its will over a
component unit, or (2) the possibility that the component unit will provide a financial benefit
or impose a financial burden on the School District. In addition, component units can be
other organizations for which the nature and significance of their relationship with the School
District are such that exclusion would cause the School District’s financial statements to be
misleading. This report presents the activities of the Chester Upland School District. The
School District is not a component unit of another reporting entity.

Organization

The School District, pursuant to an amendment to the Pennsylvania Public School Code,
was organized as of July 1, 1970, as a school district of the second class. The School
District is located in Delaware County, Pennsylvania. The School District's tax base
censists of the City of Chester, Chester Township and Upland Borough.

The Schoal District is a unit established, organized and empowered by the Commonwealth
of Pennsylvania for the express purpose of carrying out on the local level the
Commonwealth’s obligation to public education, as established by the constitution of the
Commonwealth and by the School Law Code of the Commonwealth of Pennsylvania.
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CHESTER UPLAND SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

As a result of having been a “distressed” school district in 1994, pursuant to Section 691 of
the School Code, the Schoo! District was governed by a three-member Education
Empowerment Board, which, pursuant to Section 693 of the School Code, is empowered
and authorized “to exercise all the rights, powers, privileges, prerogatives and duties
imposed or conferred by law on the locally elected nine member board of the distressed
district, and the locally elected nine member board shall have no power to act without the
approval of the special Board of Control.”

In May 2000, the Pennsylvania legislature passed, and the Governor signhed, the Education
Empowerment Act. Effective July 1, 2000, the School District was certified as an Education
Empowerment School District. At such time, the Board of Control appointed in accordance
with Section 692 of the School Code was replaced by a new Board of Control, which
immediately assumed control of the School District. In accordance with the Education
Empowerment Act, the new Board of Control is comprised of three members consisting of
the Secretary of Education of the Commonwealth, or a designee, who serves as chairman
and two members who are residents of the County and who have been appointed by the
Secretary of Education of the Commonwealth.

The Education Empowerment Board possessed all of the powers and duties that
Pennsylvania law confers upon local school boards and the power conferred by Section 693
of the School Code, with the exception of the power to levy taxes. The Education
Empowerment Board may also exercise additional powers set forth in the Education
Empowerment Act having to do with employing professional staff, disposing of buildings,
contracting for educational services, reallocating internal resources and applying for waivers
of certain mandates of the Commonwealth. The Education Empowerment Board was
empowered to serve until the School District no longer has a history of low test performance
and has reached the goals set forth in a School District improvement plan to be prepared in
accordance with the Education Empowerment Act.

In July 2012, the Pennsylvania legislature passed and the Governor signed into law, Act 141
of 2012. Under the act, a school district may be declared financially distressed and a
recovery officer appointed to develop and implement a recovery plan. Effective
December 13, 2012, a Receiver was appointed and assumed control of the School District.

Blended Component Unit

Chester Upland School Authority was duly incorporated under the provisions of the
Municipality Authorities Act of May 2, 1945, P.L. 382, pursuant to a resolution adopted by
the School District, and is authorized to acquire, hold, construct, finance, improve, maintain,
operate, own, or lease, either as lessor or as lessee, buildings and facilities for the benefit of
the School District. The Authority is reported as a blended component unit.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the
statement of activities) report information on all of the non-fiduciary activities of the primary
government and its component units. Governmental activities, which normally are
supported by taxes and intergovernmental revenues, are reported separately from business-
type activities, which rely to a significant extent on fees and charges for support.

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

Separate financial statements are provided for the Governmental Fund and the Proprietary
Fund. The major Governmental Fund and the major individual Enterprise Fund are reported
as separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the Proprietary Fund
financial statements. Revenues are recorded when earned and expenses are recorded
when a liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have
been satisfied.

The Governmental Fund financial statements are reported using the current financial
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 liahilities of the current period. For the Governmental Fund, the School District
considers revenues to be available if they are collected within 60 days after the fiscal year-
end. Property taxes, dividends, interest and grants associated with the current fiscal period
are all considered to be susceptible to accrual. All other revenue items are considered to be
measurable and available only when cash is received by the School District.

Expenditures generally are recorded when a liability is incurred (upon receipt of goods or
services), except for principal and interest on general long-term debt, claims and judgments
and compensated absences, which are recognized as expenditures to the extent they have
matured. General capital asset acquisitions are reported as expenditures in the
Governmental Fund. Long-term debt issues and acquisitions under capital leases are
reported as other financing sources.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
The School District reports the following major Governmental Fund:

General Fund - The General Fund is the School District's primary operating fund. It
accounts for all financial resources of the School District, except those required to be
accounted for in another fund. The general tax revenues of the School District are
accounted for in the General Fund.

The School District reports the following major Proprietary Fund:

Food Service Fund - The Food Service Fund accounts for the financial transactions
related to the food service operations of the School District.

Agency Funds are used to account for assets held by the School District in a trustee
capacity or as an agent for individuals. Agency Funds are custodial in nature (assets equal
liabilities) and do not involve measurement of results of operations.

With limited exceptions, the effects of interfund activity have been eliminated from the
government-wide financial statements. Exceptions include charges by one government
function to another where services have been provided. Eliminations of these charges
would distort the direct costs and program revenues reported for the various functions.

The Proprietary Fund distinguishes 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 Proprietary Fund’'s principal ongoing
operations. The principal operating revenues of the Food Service Fund are charges to
customers for sales. Operating expenses of the Enterprise Fund 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.

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

Deposits and Investments

The School District's cash and cash equivalents are considered to be cash on hand,
demand deposits and short-term investments with original maturities of three months or less
from the date of acquisition.

Investments are valued at fair value.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Under Section 440.1 of the Public School Act of 1949, as amended, the School District is
permitted to invest funds in the following types of investments:

Obligations of (1) the United States of America or any of its agencies or
instrumentalities backed by the full faith and credit of the United States of
America, (2) the Commonwealth of Pennsylvania or any of its agencies or
instrumentalities backed by the full faith and credit of the Commonwealth, or
(3) any political subdivision of the Commonwealth of Pennsylvania or any of
its agencies or instrumentalities backed by the full faith and credit of the
political subdivision.

Receivables and Payables

The School District property tax year runs from July 1 through February 28. The discount
period (2% of gross levy) runs from July 1 through September 15. The flat period runs from
September 16 through November 16. The penalty period (10% of gross levy) runs from
November 17 to collection. The School District taxes are billed and collected by the local
appointed tax collector. In the government-wide financial statements, property taxes are
recognized as revenues in the year for which they are levied. In the fund financial
statements, property taxes are recognized to the extent that they are both measurable and
available. Qutstanding tax levies are offset on the Governmental Fund balance sheet by
deferred revenues in the liability section. The amounts expected to be collected within the
first 60 days after the fiscal year-end are recorded as revenue. The remaining balance is
reflected as unearned revenue.

Revenues in the government-wide financial statements are susceptible to accrual in the
period in which they become measurable unless accorded other treatment by GASB
standards. All revenues and receivables in the government-wide and Governmental Fund
financial statements are shown net of allowance for uncollectible accounts. Allowances are
based on historical trends or specific account evaluation as deemed necessary.

Due tofrom other governments primarily consist of amounts arising from transfer payments
and amounts due from grantors or to grantees for specific programs.

Inventories

General Fund - Texibooks and instruction supplies are charged to expense upon
acquisition.

Food Service Fund - Food and supplies are valued at cost (first-in, first-out method) or at
estimated market value in the case of food donated by the U.S. Department of Agriculture.

Restricted Assets

Certain assets in the General Fund are classified as restricted assets on the balance sheet
because they are maintained in separate accounts and their use is limited by applicable
bond covenants.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Unearned Revenue

Unearned revenue consists of revenues that have not met all requirements of revenue
recognition. Unearned revenue items primarily consist of reimbursement-type grants where
costs have not yet been incurred; this includes instances where the School District receives
periodic advance funding but has not expended the funds nor met all the criteria to claim the
funds as revenue for the current fiscal period. In the fund financial statements, unearned
revenue includes property and grant revenue that are not available resources. Such is the
case in the General Fund, where unavailable revenue has been established to offset real
estate tax receivables. In addition, unearned revenue has been established to offset federal
subsidies allotted to the School District that have not been earned.

Capital Assets

Capital assets, which include property, plant, equipment and construction in progress, are
reported in the applicable governmental or business-type activities columns in the
government-wide financial statements. The School District defines a capital asset as an
asset with an initial, individual cost equal to or greater than $1,000 (amount not rounded) or
purchased with debt proceeds. The asset must also have an estimated useful life in excess
of one year. Capital assets are recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded at estimated fair market
value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend asset lives are not capitalized.

Property, plant and equipment of the School District are depreciated using the straight-line
method over the following estimated useful lives:

Years
L.and improvements 20
Buildings and building improvements 10-50
Furniture and equipment 5-20

Compensated Absences

It is the School District's policy to permit employees to accumulate all earned but unused
sick leave and vacation days. Employees are granted vacation and sick leave in varying
amounts. The Schoal District’s policy is to pay for unused sick leave not exceeding certain
amounts based upon meeting certain requirements when employees separate from service
with the School District. All vacation pay is accrued when incurred in the government-wide
and Proprietary Fund financial statements. A liability for these amounts is reported in
Governmental Funds only if they have matured, for example, as a result of employee
resignations and retirements.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Deferred Qutflows/Inflows of Resources

The School District implemented GASB Statement No. 63, Financial Reporting of Deferred
OQuftflows of Resources, Deferred Inflows of Resources, and Net Position, and GASB
Statement No. 65, ffems Previously Reported as Assets and Liabilities, effective July 1,
2012,

[n addition to assets, the statement of net position will sometimes report a separate section
for deferred outflows of resources. This separate financial statement element, deferred
outflows of resources, represents a consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources (expense/expenditure)
until then. The School District has only one item that qualifies for reporting in this category.
It is the deferred outflow related to pension activity, reported in the government-wide
statement of net position and proprietary fund statement of net position. The deferred
outflow related to pension activity is the result of actual contributions subsequent to the
measurement date.

In addition to liabilities, the statement of net position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element,
deferred inflows of resources, represents an acquisiticn of net position that applies to a
future period(s) and so will not be recognized as an inflow of resources (revenue) until that
time. The School District has two items that qualify for reporting in this category. The first
item, unavailable revenue, arises only under a modified accrual basis of accounting.
Accordingly, this item is reported only in the Governmental Fund balance sheet. The
Governmental Fund reports unavailable revenue from property taxes. The second item,
deferred inflows related to pension activity, are reported in the government-wide statement
of net position and the proprietary fund statement of net position. The deferred inflow
related to pension activity is the result of differences between projected and actual
investment earnings, changes in the School District's proportionate share of the total plan
from year to year, and the difference between actual employer contributions and the School
District’'s proportionate share of total contributions. These amounts are deferred and
recognized as an inflow of resources in the period that the amounts become available.

Long-Term Obligations

in the government-wide financial statements and Proprietary Fund Type in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or Proprietary Fund Type
statement of net position. Bond premiums and discounts are deferred and amortized over
the life of the bonds. Bond issue costs are recognized in the current period.

In the fund financial statements, the Governmental Fund recognizes bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of
debt issued is reported as other financing sources. Premiums received on debt issuances
are reported as other financing sources while discounts on debt issuances are reported as
other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds
received, are reported as debt service expenditures.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Net Position and Fund Equity

The difference between fund assets and liabilities is “net position” on the government-wide
and Proprietary Fund statements and “fund balance” on the Governmental Fund statements.
Net position is classified as “net investment in capital assets,” legally “restricted” for a
specific purpose, or “unrestricted” and available for appropriation for the general purposes of
the fund.

In the Governmental Fund financial statements, nonspendable and restricted fund balance
represent amounts that are not available for appropriaticn or are legally restricted by outside
parties for use for a specific purpose. Commitments and assignments of fund balance
represent tentative management plans that are subject to change.

GASB Statement No. 54

As of June 30, 2011, the School District adopted GASB Statement No. 54, which redefined
how fund balances of the Governmental Fund are presented in the financial statements.
Fund balances are classified as follows:

. Nonspendable - Amounts that cannot be spent either because they are not
in a spendable form or because they are legally or contractually required to
be maintained intact.

. Restricted - Amounts that can be spent only for specific purposes because
of state or federal laws or externally imposed conditions by grantors or
creditors.

. Committed - Amounts that can be used only for specific purposes

determined by the passage of a resolution by the Board of School Directors.
This includes the budget reserve account.

. Assigned - Amounts that are intended to be used for a specific purpose, as
expressed by the Board of School Directors or by an official or body to which
the Board of School Directors delegates the authority. As of June 30, 2014,
the Board has not delegated the authority to assign fund balance.

) Unassigned - All amounts not included in other spendable classifications.

The details of the fund balances are included in the Governmental Fund balance sheet
(page 17). Restricted funds are used first as appropriate, followed by committed resources
and then assigned resources, to the extent that expenditure authority has been budgeted by
the Board of School Directors. The School District does reserve the right to first reduce
unassigned fund balance to defer the use of these other classified funds. In the event that
unassigned fund balance becocmes zero, then assigned and committed fund balances are
used in that order.
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NOTE A -

NOTE B -

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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 certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Accounting and Control

An annual budget is adopted prior to the beginning of each year for the General Fund on the
modified accrual basis of accounting. As required, the proposed budget is made available
for public inspection prior to the date of adoption required by July 1.

The General Fund is the only fund for which a budget is legally required. Legal budgetary
control is maintained at the sub-function/major object level. The Board of School Directors
may make transfers of funds appropriated to any particular item of expenditure by legislative
action in accordance with the Pennsylvania School Code. Management may amend the
budget at the sub-function/sub-object level without Board approval. Appropriations lapse at
the end of the fiscal period. Budgetary information reflected in the financial statements is
presented at or below the level of budgetary control and includes the effect of the approved
budget.

After the legal adoption of the budget, the Board of School Directors is required to file a copy
of the budget with the Pennsylvania Department of Education by July 31. Additional copies
of the budget are also required to be filed with the Housing Education Committee and the
Senate Education Committee by September 15.

Excess of Expenditures Qver Appropriations

During the year ended June 30, 2015, expenditures exceeded appropriations as follows:

Expenditures
Fund Function Over Budget
General Fund Instruction
Regular programs 3 (1,688,407)
Special programs (6,574,127)
Other instructional programs (265,601)
Support services
Instructional staff (3,049)
Administration (499,623)
Other support services {(22,038)
Operation of non-instructional services
Community services (641,080)

These excess expenditures were funded by various functions that were under budget in the
General Fund and additional revenue sources.
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NOTE C - CASH AND INVESTMENTS

- The School District maintains separate bank and money market accounts for its various
funds.

School District funds are invested only in authorized types of investments for school districts
[Pennsylvania Stat. Ann. Tit. 24,4-440.1 (c)-(d)]. To the extent that a savings account,
certificate of deposit, or time deposit is utilized as one of these investments, the aggregate
principal and interest will be kept below the FDIC insured amount of $250,000, or it will be -
collateralized according to Pennsyivania State Law P.L. 281, No. 72 (Act 72) to the extent it
exceeds $250,000.

There are three categories of custodial credit risk that apply to the School District’s bank

balances:
1. Insured or collateralized with securities held by the School District or by the
School District’'s agent in the School District's name.
2. Collateralized with securities held by the pledging financial institution’s trust
department or the School District’'s agent in the School District's name.
3. Uncollateralized includes any bank balance that is collateralized with

securities held by the pledging financial institution or by its trust department
or agent but not in the School District’'s name.

The School District depository accounts are carried at cost plus accrued interest. At
June 30, 2015, the carrying amount of the School District's deposits was $3,954,929, and
the bank balance was $4,310,954.

Checking and savings accounts are covered by federal depository insurance or on a pooled
basis under the provisions of Act 72 of 1971.

Custodial Credit Risk - Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the School Distriét’s
deposits may not be returned to it. The School District does not have a deposit policy for
custodial risk. :

As of June 30, 2015, $4,060,954 of the School District’'s bank balance of $4,310,954 was
exposed to custodial credit risk as follows:

Insured 3 250,000

Uninsured and collateral held by pledging bank’s trust

department not in the Schoal District's name 4,060,954
TOTAL DEPOSIT $ 4,310,954
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NOTE D - CAPITAL ASSETS

Capital asset activity was as follows:

Beginning Ending
Balance Increases Decreases Balance
GOVERNMENTAL ACTIVITIES
Capital assets being depreciated
Land and improvements § 2,241,270 $ $ $ 2241270
Buildings and building
improvements 67,836,746 1,062,365 (4,989,670) 63,909,441
Furniture and equipment 10,147,148 520,092 10,667,240
TOTAL CAPITAL ASSETS
BEING DEPRECIATED 80,225,164 1,582,457 (4,989,670) 76,817,951
Accumulated depreciation
Land and improvements (2,087,960) " (102,208) (2,190,168)
Buildings and building
improvements (35,295,331) (1,207,407) 3,712,934 (32,789,804)
Furniture and equipment (8,800,247) (547,804) (9,348,051)
TOTAL ACCUMULATED
DEPRECIATION (46,183,538) {1,857,419) 3,712,934 (44,328,023)
GOVERNMENTAL ACTIVITIES
CAPITAL ASSETS, net $ 34041626 $ (274,962) $ (1,276,736) § 32,480,928
BUSINESS-TYPE ACTIVITIES
Capital assets being depreciated
Fumniture and equipment $ 590,921 $ - $ $ 590,921
Accumulated depreciation (578,255) (12,666) (590,921)
BUSINESS-TYPE ACTIVITIES
CAPITAL ASSETS, net $ 12,666  $ (12,666) $ $
NOTE E - LONG-TERM DEBT
Bonds Payable
Bonds payable consist of the following at June 30, 2015:
General Obligation Refunding Bonds, Series 2008, principal
amount $24,995,000, maturing March 15, 2006 through
September 15, 2027, bearing interest from 3.50% to 4.75%,
interest paid semiannually on March 15 and September 15 $ 10,885,000
School Revenue Bonds, Series A, B and C of 2011, principal
amount $46,625,000, maturing September 15, 2011 through
September 15, 2026, bearing interest from 1.50% to 5.25%,
interest paid semiannually on March 15 and September 15 42,935,000
SUBTOTAL FORWARD $ 53,820,000
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NOTE E - LONG-TERM DEBT (Continued)

SUBTOTAL FORWARDED

School Revenue Bonds, Series D of 2011, principal amount
$8,490,000, maturing September 15, 2011 through
September 15, 2016, bearing interest from 1.96% to 3,23%,
interest paid semiannually on March 15 and September 15

School Revenue Bonds, Series of 2014, principal amount
$7,155,000, maturing November 15, 2014 through
November 15, 2023, bearing interest at 3.48%, interest paid
semiannually on May 15 and November 15

$ 53,820,000
6,630,000
7,155,000

5__67.605,000

Annual debt service requirements to maturity for general obligation bonds are as follows:

Year Ending
June 30, Principal Interest
2016 $ 4,431,000 $ 2,773,920
2017 4,632,000 2,622,548
2018 4,802,000 2,457,268
2019 5,001,000 2,357,224
2020 5,209,000 2,050,116
2021 to 2025 29,500,000 6,744,130
2026 to 2028 14,030,000 351,981
$ 67,605,000 $ 19,357,187
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NOTE E - LONG-TERM DEBT (Continued)

Changes in Long-Term Liabilities

Long-term liability activity for the year ended June 30, 2015, was as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
GOVERNMENTAL ACTIVITIES

General obligation bonds $ 71,880,000 3 - $ (4,275,0000 $ 67,605000 $ 4,431,000
Deferred amount on refundings (2,007,381) - 58,972 (1,948,409) (58,972)

TOTAL GENERAL

OBLIGATION BONDS 659,872,619 - (4,216,028) 65,656,591 4,372,028
Department of Education '
Financial Recovery Loan 10,000,000 - - 10,000,000 1,000,000
Commonwealth of PA
Transition Loan - 4,665,000 - 4,665,000 -
Lease-purchase obligations 120,156 - (95,622) 24 534 24 534
Compensated absences 753,741 155,431 - 909,172 90,918
Termination benefits 517,861 - (342,600) 175,261 109,343
Net pension liability 83,824,000 - (11,434,000) 72,390,000 -
Net OPEE liability - 67,689 - 67,589

TOTAL GOVERNMENTAL

ACTIVITIES LONG-TERM

LIABILITIES $ 81264377 § 4,820,431 $ (4654250 $ 81,430,558 § 5596823

BUSINESS-TYPE ACTIVITIES

Net pension liability $ 95000 $ -3 (13,000) & 82,000 %

Claims and judgments and compensated absences are generally liquidated by the General
Fund.

Department of Education Financial Recovery Loan

In 2013, the School District received approval for a $10,000,000 financial recovery loan from
the Commonwealth of Pennsylvania Department of Education to be used to implement the
components of the School District’s financial recovery plan. The loan bears no interest, and
the annual principal payments of $1,000,000 will be due on June 30 of each year, beginning
with June 30, 2016, with the final payment on June 30, 2025,

Commonwealth of Pennsylvania Transition LLoan

fn 2015, the School District received approval for a $4,665,000 transition loan from the
Commonwealth of Pennsylvania Department of Education to be used to implement the
components of the School District's financial recovery plan. The loan bears no interest, and
the annual principal payments of $466,500 will be due on June 30 of each year, beginning
with June 30, 2018, with the final payment on June 30, 2027.
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NOTE F - LEASES

Capital Leases

The School District has entered into a lease agreement as lessee for financing the
acquisition of school buses. This lease agreement qualifies as a capital lease for
accounting purposes and, therefore, has been recorded at the present value of its future
minimum lease payments as of the inception date.

The assets acquired through capital leases are as follows:

Equipment $ 366,000
Accumulated depreciation (134,200)
CARRYING VALUE 3 231,800

Future minimum lease obligations and the net present value of these minimum lease
payments as of June 30, 2015, are as follows:

Year Ending June 30, Amount
2016 $ 24,791
Amount representing interest (257)

PRESENT VALUE OF MINIMUM
LEASE PAYMENTS $ 24,534

Operating Leases

The School District leases equipment under operating leases. The future minimum lease
payments for these leases are as follows:

Year Ending
June 30, Amount
2016 $ 81,000

The rental expense applicable to operating leases was $190,998 for the year ended
June 30, 2015.
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NOTE G - RESTRICTED ASSETS
The balance of the restricted asset account is as follows:
General Fund operating reserve account for debt service $ 20,973
NOTE H - OTHER INFORMATION
Risk Management
The School District is exposed to various risks of loss related to torts; theft of, damage to
and destruction of assets; errors and omissions; and natural disasters for which the School
District carries commercial insurance.
Contingent Liabilities
Amounts received or receivable from grant agencies are subject to audit and adjustment by
grantor agencies, principally the federal government. Any disallowed claims, including
amounts already collected, may constitute a liability of the applicable funds. The amount, if
any, of expenditures that may be disallowed by the grantor cannot be determined at this
time, although the School District expects such amounts, if any, to be immaterial.
NOTE |- PENSION PLAN

Summary of Significant Accounting Policies

Pensions - For purposes of measuring the net pensicn liability, deferred outflows of
resources and deferred inflows of resources related to pensions and pension expense,
information about the fiduciary net position of the Public School Employees’ Retirement
System (PSERS) and additions to/deductions from PSERS’s fiduciary net position have
been determined on the same basis as they are reported by PSERS. For this purpose,
benefit payments (including refunds of employee contributions) are recognized when due
and payable in accordance with the benefit terms. Investments are reported at fair value.

General Information About the Pension Plan

Plan Description - PSERS is a governmental cost-sharing muiti-employer defined benefit
pension plan that provides retirement benefits to public school employees of the
Commonwealth of Pennsylvania. The members eligible to participate in the System include
all full-time public school employees, part-time hourly public school employees who render
at least 500 hours of service in the school year and part-time per diem public school
employees who render at [east 80 days of service in the school year in any of the reporting
entities in Pennsylvania. PSERS issues a publicly available financial report that can be
obtained at www.psers.state.pa.us.
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NOTE | -

PENSION PLAN (Continued)

Benefits Provided - PSERS provides retirement, disability and death benefits. Members
are eligible for monthly retirement benefits upon reaching (a) age 62 with at least one year
of credited service; (b) age 60 with 30 or more years of credited service; or (c) 35 or more
years of service regardless of age. Act 120 of 2010 (Act 120) preserves the benefits of
existing members and introduced benefit reductions for individuals who become new
members on or after July 1, 2011. Act 120 created two membership classes, Membership
Class T-E (Class T-E) and Membership Class T-F (Class T-F). To qualify for normal
retirement, Class T-E and Class T-F members must work until age 65 with a minimum three
years of service or attain a total combination of age and service that is equal to or greater
than 92 with a minimum of 35 years of service. Benefits are generally equal to 2% or 2.5%,
depending on membership class, of the member’s final average salary (as defined in the
Code) multiplied by the number of years of credited service. For members whose
membership started prior to July 1, 2011, after completion of five years of service, a
member's right to the defined benefits is vested and early retirement benefits may be
elected. For Class T-E and Class T-F members, the right to benefits is vested after ten
years of service. ‘

Participants are eligible for disability retirement benefits after completion of five years of
credited service. Such benefits are generally equal to 2% or 2.5%, depending upon
membership class, of the member's final average salary (as defined in the Code) multiplied
by the number of years of credited service, but not less than one-third of such salary nor
greater than the benefit the member would have had at normal retirement age. Members
over normal retirement age may apply for disability benefits.

Death benefits are payable upon the death of an active member who has reached age 62
with at least one year of credited service (age 65 with at least three years of credited service
for Class T-E and Class T-F members) or who has at least five years of credited service (ten
years for Class T-E and Class T-F members). Such benefits are actuarially equivalent to the
benefit that would have been effective if the member had retired on the day before death.

Contributions

Members Contributions

. Active members who joined the System prior to July 22, 1983, contribute at
5.25% (Membership Class T-C) or at 6.50% (Membership Class T-D) of the
member’'s qualifying compensation.

. Members who joined the System on or after July 22, 1983, and who were
active or inactive as of July 1, 2001, contribute at 6.25% (Membership Class
T-C) or at 7.50% (Membership Class T-D) of the member's qualifying
compensation.
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. Members who joined the System after June 30, 2001 and before July 1,
2011, contribute at 7.50% (automatic Membership Class T-D). For all new
hires and for members who elected Class T-D membership, the higher
contribution rates began with services rendered on or after January 1, 2002.

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

Employer Contributions

The School District's contractually required contribution rate for the fiscal year ended
June 30, 2015, was 20.50% of covered payroll, actuarially determined as an amount that,
when combined with employee contributions is expected to finance the costs of benefits
earned by employees during the year, with an additional amount to finance any unfunded
accrued liability. Contributions to the plan from the School District were $5,112,000 for the
year ended June 30, 2015.

Pension Liabilities, Pension Expense and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions

At June 30, 2015, the School District reported a liability of $72,472,000 for its proportionate
share of the net pension liability. The net pension liability was measured as of June 30,
2014, and the total pension liability used to calculate the net pension liability was determined
by rolling forward the System’s total pension liability as of June 30, 2013 to June 30, 2014.
The School District’'s proportion of the net pension liability was calculated utilizing the
employer's one-year reported covered payroll as it relates to the total one-year reported
covered payroll. At June 30, 2014, the School District's proportion was 0.1831%, which was
a decrease of 0.0219% from its proportion measured as of June 30, 2013.
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For the year ended June 30, 2015, the School District recognized pension expense of
$4.601,000 . At June 30, 2015, the School District reported deferred outflows of resources
and deferred inflows of resources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
GOVERNMENTAL ACTIVITIES
Net difference between projected and actual
investment earnings $ - 3 5,175,000
Changes in proportions - 7,215,000
Difference between employer contributions _
and proportionate share of total contributions - 17,000
Contributions subsequent to the measurement
date 5,106,000 -
3 5,106,000 $ 12,407,000
BUSINESS-TYPE ACTIVITIES
Net difference between projected and actual
investment earnings $ - $ 6,000
Changes in proportions - 8,000
Difference between employer contributions
and proportionate share of total contributions - -
Contributions subsequent to the measurement
date 6,000 -
$ 6,000 ] 14,000

$5,112,000 reported as deferred outflows of resources related to pensions resulting from
School District contributions subsequent to the measurement date will be recognized as a
reduction of the new pension liability in the year ended June 30, 2015. Other amounts
reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in pension expense as follows:

Year Ending Governmental Business-Type
June 30, Activities Activities

2016 $  (3,036,000) $ (3,000)
2017 (3,036,000) (3,000)
2018 (3,036,000) (3,000)
2019 (3,036,000) (3,000)
2020 (263,000) (2,000)

$ (12,407,000) 3 (14,000)
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Actuarial Assumptions - The total pension liability as of June 30, 2014, was determined by
rolling forward the System’s total pension liability as of the June 30, 2013 actuarial valuation
to June 30, 2014, using the following actuarial assumptions, applied to all periods included
in the measurement:

. Actuarial Cost Method - Entry Age Normal - level % of pay

. Investment Return - 7.5%, includes inflation at 3.00%

. Salary Increases - Effective average of 5.50%, which reflects an allowance
for inflation of 3.00, real wage growth of 1% and merit or seniority increases
of 1.50%

. Mortality rates were based on the RP-2000 Combined Healthy Annuitant

Table (male and female) with age set back three years for both males and
females. For disabled annuitants, the RP-2000 Combined Disabled Tables
(male and female) with age set back seven years for males and three years
for females.

The actuarial assumptions used in the June 30, 2013 valuation were based on the
experience study that was performed for the five-year period ending June 30, 2010. The
recommended assumption changes based on this experience study were adopted by the
Board at its March 11, 2011 Board meeting and were effective beglnmng with the June 30,
2011 actuarial valuation.

The long-term expected rate of return on plan investments was determined using a building-
block method in which best-estimate ranges of expected future real rates of return (expected
returns, net of plan investment expense and inflation) are developed for each major asset
class. These ranges are combined to produce the long-term expected rate of return by -
weighting the expected future real rates of return by the target asset allocation percentage
and by adding expected inflation.

The plan’s policy in regard to the allocation of invested plan assets is established and may
be amended by the Board. Plan assets are managed with a long-term objective of

achieving and maintaining a fully funded status for the benefits provided through the
pension.
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Long-Term

Expected

Target Real Rate

Asset Class Allocation of Return
Public markets global equity 19% 5.0%
Private markets (equity) 21% 6.5%
Private real estate 13% 47%
Global fixed income 8% 2.0%
U.S. long treasuries 3% 1.4%
TIPS 12% 1.2%
High yield bonds 6% 1.7%
Cash 3% 0.9%
Absolute return 10% 4.8%
Risk parity 5% 3.9%
MLPs/Infrastructure 3% 5.3%
Commodities ‘ 6% 3.3%
Financing (LIBOR) (9%) 1.1%

100%

The above was the Board’s adopted asset allocation policy and best estimates of geometric
real rates of return for each major asset class as of June 30, 2014.

Discount Rate - The discount rate used to measure the total pension liability was 7.50%.
The projection of cash flows used to determine the discount rate assumed that contributions
from plan members will be made at the current contribution rate and that contributions from
employers will be made at contractually required rates, actuarially determined. Based on
those assumptions, the plan’s fiduciary net position was projected to be available to make all
projected future benefit payments of current plan members. Therefore, the long-term
expected rate of return on plan investments was applied to all periods of projected benefit
payments to determine the total pension liability.

Sensitivity of the School District's Proportionate Share of the Net Pension Liability to
Changes in the Discount Rate - The following presents the net pension liability, calculated
using the discount rate of 7.50%, as well as what the net pension liability would be if it were
calculated using a discount rate that is one percentage point lower (6.50%) or one
percentage point higher (8.50%) than the current rate:

1% Current 1%
Decrease Discount Rate Increase
(6.50%) (7.50%) (8.50%)
School District's proportionate
share of the net pension liability $ 90,399,000 $ 72,472,000 $ 57,168,000
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NOTE J -

NOTE K -

PENSION PLAN (Continued)
Pension Plan Fiduciary Net Position - Detailed information about PSERS's fiduciary net

position is available in the PSERS Comprehensive Annual Financial Report which can be
found on the System's website at www.psers.state.pa.us.

TERMINATION BENEFITS

Benefits Description

The School District pays for a portion of post-retirement health care benefits for certain
retirees. These post-retirement health care benefits were offered by the School District as
an inducement to hasten voluntary early termination. These post-retirement health care
benefits terminate once the retiree reaches age 65 or within the timeline specified in the
retirement contract, whichever comes first. There are nine retirees who will receive a
lifetime worth of health care benefits. The School District is assuming 90 years of age as
the life expectancy for this group. The youngest and oldest retirees within this group are 75
and 90, respectively. As of June 30, 2015, there are a total of 17 retirees that are receiving
these benefits. During the year, a decrease in the liability of $342,600 was recorded for
these post-retirement health care benefits.

The various termination benefits currently being administered by the School District are as
follows:
Number
of Years
Left Until
Expiration of
Year of Early Annual Retirement
Retirement Cost Cap Incentive Number of
Incentive Program Per Retiree Package Employees

Fiscal Year 2009 5 8,000 1 3

Fiscal Year 2011 8,000 1 6

Fiscal Year 2014 5,000 1 8
OTHER POSTEMPLOYMENT BENEFITS

Plan Description

The School District provides medical, prescription drug, dental and vision insurance benefits
to eligible retired employees, spouse and dependents through a single-employer defined
benefit plan. The benefits, benefits level, employee contribution and employer contribution
are administered by the School District and can be amended by the School District through
its personnel manual and union contracts. The plan is not accounted for as a trust fund, as
an irrevocable trust has not been established to account for the plan. The plan does not
issue a stand-alone financial report. The activity of the plan is reported in the School
District's General Fund.

-45-



CHESTER UPLAND SCHOOL DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE K - OTHER POSTEMPLOYMENT BENEFITS (Continued)

Annual OPEB Cost and Net OPEB Obligation

The School Districts annual other postemployment benefit (OPEB) cost (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 No. 45. The
ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover
normal cost each year and amortize any unfunded actuarial liabilities (or funding excess)
over a period not to exceed 30 years.

The components of the School District's annual OPEB cost for the year, the amount actually
contributed to the plan and changes in the School District's net OPEB cbligation to the plan
are as follows:

Normal cost : $ 28,253
Amortization of unfunded actuarial accrued liability 268,458
ANNUAL REQUIRED CONTRIBUTION (ARC) 296,711

Interest on net OPEB obligation -
Adjustment to ARC -
ANNUAL OPEB EXPENSE 296,711
Net OPEB contributions during the year (229,122)
INCREASE IN NET OPEB OBLIGATION 67,589

Net OPEB obligation at beginning of year -
NET OPEB OBLIGATION AT END OF YEAR $ 67,589

Percentage
of Annual

Annual OPEB Cost Net OPEB

Year OPEB Cost Contributed Obligation
2014 $ 296,711 77.22% 3 67,589

The year ended June 30, 2009, was the year of implementation of GASB Statement No. 45,
and the School District has elected to implement prospectively.
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Funding Status and Funding Progress

The actuarial valuation date for the following information is July 1, 2014:

(b) (f)

Entry Age (c) UAAL as a

(@) Actuarial Unfunded (d) Percentage

Actuarial Accrued AAL Funded (e) of Covered
Value of Liability (UAAL) Ratio Covered Payroll
Assets (AAL) {h)-(a) {(a)/(b) Payroll (c)/(e)

$ - § 1,384,681 $ 1,384,681 0% $ 22,460,873 6.16%

The projection of future benefit payments for an ongoing plan involves estimates of the
value of reported amounts and assumptions about the probability of occurrence of events far
into the future. Examples include assumptions about future employment, mortality and the
healthcare cost trend. Amounts determined regarding the funded status of the plan and the
annual required 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.
The schedule of funding progress, presented as required supplementary information
following the notes to the basic financial statements, presents multivear trend information
about whether the actuarial value of plan assets is increasing or decreasing over time
relative to the actuarial accrued liabilities for benefits.

Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan
(the plan as understood by the employer and the plan members) and include the types of
benefits provided at the time of each valuation and the historical pattern of sharing of benefit
costs between the employer and plan members to that point. The methods and assumptions
used include techniques that are designed to reduce the effects of short-term volatility in
actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term
perspective of the calculations.

In the July 1, 2014 actuarial valuation, the entry age normal cost method was used. The
actuarial assumptions included a 4.5% investment rate of return (net of administrative
expenses), which is a blended rate of the expected long-term investment returns on plan
assets and on the employer's own investments calculated based on the funded level of the
plan at the valuation date, and an annual healthcare cost trend rate of 6.5% in 2014,
decreasing by 0.5% per year to 5.5% in 2016. The healthcare cost trend rate then
decreases from 5.3% in 2017 to 4.2% in 2089 and later. The actuarial value of assets was
determined using the market value of assets. The UAAL is being amortized based on a level
dollar, 8-year open period.
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PRIOR PERIOD ADJUSTMENT

The School District implemented GASB Statement No. 68, Accounting and Financial
Reporting for Pensions - An Amendment of GASB Statement No. 27, effective July 1, 2014.

The objective of GASB Statement No. 68 is to improve accounting and financial reporting by
state and local governments for pension plans. GASB Statement No. 68 states that local
governments have to record their share of the Public School Employees’ Retirement System
(PSERS) unfunded liability.

For the government-wide governmental activities, the School District has treated their
proportionate share of beginning of year net pension liability of $83,824,000 and beginning
of year deferred outflows of resources of $3,623,000 as having been recognized in the
period incurred. The School District has adjusted beginning net position for the
governmental activities from $(54,505,394) to ($134,706,394).

For the proprietary fund food service fund, the School District has treated their proportionate
share of beginning of year net pension liability of $95,000 and beginning of year deferred
outflows of resources of $4,000 as having been recognized in the period incurred. The
School District has adjusted beginning net position for the proprietary fund food service fund
and for the business-type activities from $(1,104,332) to ($1,195,332).

DEFICITS

The School District incurred deficits in net position totaling $134,150,148 through June 30,
2015. Management is in the process of dealing with adverse effects of fund deficits as
follows:

1. Management also prepares monthly financial statements that are presented
to the School Board at each meeting and are part of the record of the Board
minutes. This financial statement presents the revenues and expenditures to
date in comparison with the budget. In addition, expenditures are critically
reviewed as they are incurred.

2. Management utilizes a detailed projection worksheet that is used to facilitate

cost projections throughout the year so as to better manage the School
District budget.
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CHESTER UPLAND SCHOOL DISTRICT
BUDGETARY COMPARISON SCHEDULE

GENERAL FUND
YEAR ENDED JUNE 30, 2015

REVENUES
Local sources
State sources
Federal sources

TOTAL REVENUES

EXPENDITURES
Instruction
Regular programs
Special programs
Vocational education programs
Other instructional programs
Nonpublic school programs
Pre-K instructional programs
Support services
Pupil personnel
Instructional staff
Administration
Pupil health
Business
Operation and maintenance of plant
services
Pupil transportation services
Central and other services
Other support services
Operation of non-instructional services
Student activities
Community services
Debt service
TOTAL EXPENDITURES

DEFICIENCY OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Loan proceeds
Transfers out
Proceeds from sale of capital assets
Budgetary reserve
TOTAL OTHER FINANCING
SOURCES (USES)

NET CHANGE IN FUND BALANCE
FUND DEFICIT AT BEGINNING OF YEAR

FUND DEFICIT AT END OF YEAR

Variance With

Actual Final Budget
Budgeted Amounts Amounts Positive

Original Final GAAP Basis (Negative)
$ 18,934,914 $ 18,934,914 $ 22,131,813 $ 3,196,809
89,454,482 89,454,482 90,270,062 815,580
6,352,813 6,352,813 5,898,868 (353,945)
114,742,209 114,742,209 118,400,743 3,658,534
45,725,288 45,725,288 47,413,695 (1,688,407)
34,752,179 34,752,179 41,326,306 (6,574,127)
872,531 872,531 837,149 36,382
2,142,973 2,142,973 2,408,574 (265,601)
230,000 230,000 137,462 92,538
810,351 810,351 808,702 1,649
2,420,856 2,420,856 2,268,760 152,096
3,242,258 3,242,258 3,245,307 (3,049)
4,576,462 4,576,462 5,076,085 (499,623)
562,492 562,492 396,235 166,253
1,118,695 1,118,695 1,080,611 38,084
7,662,476 7,862,476 6,759,596 902,880
3,977,530 3,977,530 3,433,314 544,216
1,294,860 1,294,860 1,027,986 266,874
23,500 23,500 45,538 (22,038)
325,413 325,413 204,257 121,156
9,000 9,000 650,080 (641,080)
7,445,345 7,445,345 7,215,485 229,860
117,192,208 117,192,209 124,335,146 (7,142,937)
(2,450,000) (2,450,000) (5,934,403) (3,484,403)
- - 4,665,000 4,665,000
(1,050,000) (1,050,000) (750.000) 300,000
3,700,000 3,700,000 3,124,885 (575,115)
(200,000) (200,000) - 200,000
2,450,000 2,450,000 7,039,885 4,589,885
$ - $ - 1,105,482 $ 1,105,482

(8,811,398)
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CHESTER UPLAND SCHOOL DISTRICT

SCHEDULE OF THE SCHOOL DISTRICT'S PROPORTIONATE
SHARE OF THE NET PENSION LIABILITY

YEAR ENDED JUNE 30, 2015

School District's proportion of the net pension liability (asset) 0.1831%
School District's proportionate share of the net pension liability (asset) $ 72,472,000
School District's covered-employee payroll $ 23,361,647

School District's proportionate share of the net pension liability (asset)
as a percentage of its covered-employee payroll 310.22%

The plan's fiduciary net position as a percentage of the total pension
liability 57.24%
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CHESTER UPLAND SCHOOL DISTRICT
SCHEDULE OF SCHOOL DISTRICT CONTRIBUTIONS
YEAR ENDED JUNE 30, 2015

Contractually required contribution $ 5,112,000
Contributions in relation to the contractually required contribution 5,112,000

CONTRIBUTION (EXCESS) DEFICIENCY $ -
School District's covered-employee payroll $ 24,936,585
Contributions as a percentage of covered-employee payroll 20.50%
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CHESTER UPLAND SCHOOL DISTRICT
POSTEMPLOYMENT BENEFITS OTHER THAN
PENSION FUNDING PROGRESS

YEAR ENDED JUNE 30, 2015

SCHEDULE OF FUNDING PROGRESS
The actuarial valuation date for the following information was July 1, 2014

(b)

(f)

Entry Age (c) UAAL as a
Acturial (a) Actuarial Unfunded (d) Percentage
Valuation Actuarial Accrued AAL Funded (e) of Covered
Date Value of Liability (UAAL) Ratio Covered Payroll
July 1, Assets (AAL) (b)-(a) (@)/(b) Payroll (c)(e)
2014 $ - % 1384831 $ 1,384,681 0% $ 22,460,873 6.16%
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Independent Auditors’ Report on Internal Control Over Financial Reportfng and on
Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Standards

To the Receiver
Chester Upland School District
Chester, Pennsylvania

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the business-type activities, each major fund and the aggregate remaining fund information of
the Chester Upland School District as of and for the year ended June 30, 2015, and the related notes to
the financial statements, which collectively comprise the Chester Upland School District's basic
financial statements, and have issued our report thereon dated August 29, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Chester Upland
School District's internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Chester Upland School District’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Chester Upland School District's internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over financial
reporting that might be material weaknesses or significant deficiencies, and, therefore, material
weaknesses or significant deficiencies may exist that were not identified. However, as described in the
accompanying schedule of findings and questioned costs, we identified certain deficiencies in internal
control that we consider to be material weaknesses and significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis. We consider the deficiencies described in the accompanying schedule of findings and
questioned costs as items 15-01 and 15-02 to be material weaknesses.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less

severe than a material weakness, yet important enough to merit attention by those charged with
governance.
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To the Receiver
Chester Upland School District
Chester, Pennsylvania

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Chester Upland School District’s financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have
a direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and, accordingly, we do
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Chester Upland School District’'s Response to Findings

Chester Upland School District's responses to the findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. Chester Upland School District's responses
were not subjected to the auditing procedures applied in the audit of the financial statements, and,
accordingly, we express no opinion on them.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Tlnle LLF
Oaks, Pennsylvania
August 29, 2016
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Independent Auditors’ Report on Compliance for Each Major Federal Program and
Report on Internal Control Over Compliance in Accordance With OMB Circular A-133

To the Receiver
Chester Upland School District
Chester, Pennsylvania

Report on Compliance for Each Major Federal Program

We have audited the Chester Upland School District's compliance with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that could have a direct and material effect on each of the Chester Upland
School District's major federal programs for the year ended June 30, 2015. Chester Upland School
District's major federal programs are identified in the summary of auditors’ results section of the
accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts and
grants applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of the Chester Upland School
District's major federal programs based on our audit of the types of compliance requirements referred
to above. We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States: and OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards
and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance
about whether noncompliance with the types of compliance requirements referred to above that could
have a direct and material effect on a major federal program occurred. An audit includes examining, on
a test basis, evidence about the Chester Upland School District's compliance with those requirements
and performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major

federal program. However, our audit does not provide a legal determination of the Chester Upland
School District's compliance.
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To the Receiver
Chester Upland School District
Chester, Pennsylvania

Opinion on Each Major Federal Programs

In our opinion, the Chester Upland School District complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of its
major federal programs for the year ended June 30, 2015.

Other Matters

Chester Upland School District's response to the noncompliance findings identified in our audit is
described in the accompanying schedule of findings and questioned costs. Chester Upland School
District's response was not subjected to the auditing procedures applied in the audit of compliance,
and, accordingly, we express no opinion on the response.

Report on Internal Control Over Compliance

Management of the Chester Upland School District is responsible for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to above.
In planning and performing our audit of compliance, we considered the Chester Upland School District's
internal control over compliance with the types of requirements that could have a direct and material
effect on each major federal program as a basis for designing auditing procedures that are appropriate
in the circumstances for the purpose of expressing an opinion on compliance for each major federal
program and to test and report on internal control over compliance in accordance with OMB Circular A-
133, but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of the Chester Upland
School District’s internal control over compliance.

A deficiency in intemal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct noncompliance with a type of compliance’
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies in internal control over compliance, such that
there is a reasonable possibility that material noncompliance with a type of compliance requirement of a
federal program will not be prevented, or detected and corrected on a timely basis. A significant
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance with a type of compliance requirement of a federal program that is less
severe than a material weakness in internal control over compliance, yet important enough to merit
attention by those changed with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.
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To the Receiver
Chester Upland School District
Chester, Pennsylvania

Purpose of this Report

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
OMB Circular A-133. Accordingly, this report is not suitable for any other purpose.

%1% , LLS

Oaks, Pennsylvania
August 29, 2016
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SUPPLEMENTARY INFORMATION - MAJOR FEDERAL
AWARD PROGRAMS AUDIT



CHESTER UPLAND SCHOOL DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2015

Federal Pass-Through Grant Period
Federal Grantor/Pass-Through Source CFDA Grantor’s Beginning/
Grantor/Program or Cluster Title Code Number Number Ending Dates
U.S. DEPARTMENT OF EDUCATION
Passed through the Pennsylvania Department of
Education
Title | Grants to Local Educational Agencies 84.010 014-130081 July 1, 2013 {0
September 30, 2014
Title | Grants to Local Educational Agencies 84.010 013-150081 July 1, 2014 to
September 30, 2015
Title | Grants to Local Educational Agencies | 84,010 042-140081 July 1, 2014 to
September 30, 2015
School Improvement Grants 84.377 142-14-0081 September 12, 2014 {c
September 30, 2015
Improving Teacher Quality State Grants I 84.367 020-13-0081 July 1, 2012 to
September 30, 2013
Improving Teacher Quality State Grants | 84.367 020-14-0081 July 1, 2013 to
September 30, 2014
Improving Teacher Quality Stale Grants 84.367 020-15-0081 July 1, 2014 to
September 30, 2015
English Language Acquisition Grants 84.365 010-14-0081 July 1,2013 to
September 30, 2014
English Language Acquisition Grants i 84.365 010-15-0081 July 1, 2014 to
September 30, 2015
21st Century Community Learning Grants 84.287 4100058681 July 1, 2011 to
September 30, 2012
21st Century Community Learning Grants 84.287 4100058681 July 1, 2012 to
September 30, 2013
21st Century Community Learning Grants 84.287 4100060839 July 1, 2012 to
September 30, 2013
21st Century Community Learning Grants | 84.287 4100058681 July 1, 2013 to
September 30, 2014
21st Century Community Learning Grants 84.287 4100060839 July 1, 2013 to
September 30, 2014
21st Century Community Learning Grants | 84.287 4100060839 July 1, 2014 to

September 30, 2015
SUBTOTAL FORWARD



Accrued or Accrued or

Program Total (Deferred) (Deferred)

or Award Received Revenue at Revenue Revenue at
Amount for the Year July 1, 2014 Recognized Expenditures June 30, 2015
$ 3,663,941 $ - $ (1,672,662) $ 1,672,662 $ 1,672,662 $ -
3,480,743 3,480,743 - 2,528,702 2,528,702 (952,041)
328,485 306,595 - 114,069 114,069 (192,5286)
866,558 199,875 - 486,318 486,318 286,343
834,847 - - 7,493 7,493 7,493
813,608 (596) (775,428) 774,832 774,832 -
814,227 633,288 - 798 798 (632,490)
30,191 17,252 7,022 10,230 10,230 -
27,8659 24,586 - 20,573 20,573 (4,013)
480,000 (56,625) (51,713) (4,912) (4,912) -
480,000 56,625 212,068 - ‘ - 155,443
158,309 - 13,533 - - 13,533
480,000 341,767 179,707 162,060 162,060 -
158,309 102,374 72,403 29,971 29,971 -
158,309 43,362 - 158,309 158,309 114,947

$ 12,775,186 $ 5,149,346 $  (2,015,070) $ 5,961,105 $ 5,961,105 $  (1,203,311)
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CHESTER UPLAND SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2015

Grant Period

Federal Pass-Through
Federal Grantor/Pass-Through Source CFDA Grantor’s Beginning/
Grantor/Program or Cluster Title Code Number Number Ending Dates
U.S. DEPARTMENT OF EDUCATION
SUBTOTAL FORWARDED
Passed through Delaware County Intermediate
Unit
Special Education - Grants to States | 84.027 N/A July 1, 2013 to
September 30, 2014
Special Education - Grants to States | 84.027 N/A July 1, 2014 to
September 30, 2015
Vocational Education - Basic Grants to States | 84.048 N/A July 1, 2013 to
June 30, 2014
Vocational Education - Basic Grants to States | 84.048 N/A July 1, 2014 to
June 30, 2015
Race to the Top 84.413 N/A July 1, 2012 to
September 30, 2015
TOTAL U.S. DEPARTMENT OF EDUCATION
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Passed through the Substance Abuse and Mental
Health Services Administration
Substance Abuse and Mental Health Services | 93.243 N/A September 30, 2014 tc
September 29, 2016
U.S. DEPARTMENT OF AGRICULTURE
Passed through the Pennsylvania Department of
Education
National School Lunch Program | 10.555 NIA July 1, 2014 to
June 30, 2015
National School Breakfast Program | 10.553 N/A July 1, 2014 to
June 30, 2015
Child and Adult Care Food Program | 10.558 N/A July 1, 2014 to
June 30, 2015
Summer Food Service Program for Children | 10.559 N/A July 1, 2014 to
June 30, 2015
Passed through the Pennsylvania Department of
Agriculture
National School Lunch Program | 10.555 N/A July 1, 2014 to

TOTAL U.S. DEPARTMENT OF
AGRICULTURE

TOTAL FEDERAL AWARDS
Source Codes:

D = Direct funding
I = Indirect funding

June 30, 2015



Program Total
or Award Received
Amount for the Year

Accrued or

(Deferred)

Revenue at Revenue
July 1, 2014 Recognized

Expenditures

Accrued or

(Deferred)

Revenue at
June 30, 2015

$ 12775186 § 5149346 § (2015070) $ 5961,706 $ 5961,106  § (1,203311)
1,200,000 756,664 756,664 - - .
2,188,752 2,137,085 - 2,188,752 2,188,752 51,667

164,034 65,251 65,281 " (30) (30) -
178,530 178,530 . 178,530 178,530 -
283,273 168,624 64,839 161,921 161,921 58,136
16,789,775 8,455,500 (1,128,286) 8,490,278 8,490,278 (1,093,508)
) 100,000 . - 50,000 50,000 50,000
N/A 1,034,584 40,389 1,043,669 1,043,669 49,474
N/A 478,022 20,919 482,894 482,894 25,791
N/A 309 - 309 309 -
N/A 30,298 - 30,298 30,298 -

N/A 99,083 (a) (4,656) (b) 99,399 (c) 99,309 (4,340) (d)
1,642,296 56,652 1,656,569 1,656,569 70,925
$ 16,889,775 $ 10,097,796  $ (1,071,634 $ 10,196,847 $ 10196847  §  (972583)

Footnotes:

(a) = Total amount of foods received from Department of Agriculture.

(b) = Beginning inventory at July 1, 2014,
(c) = Total amount of foods used.
(d) = Ending inventory at June 30, 2015.
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CHESTER UPLAND SCHOOL. DISTRICT
NOTES TO THE SCHEDULE OF EXPENDITURES OF
FEDERAL AWARDS

YEAR ENDED JUNE 30, 2015

NOTE A -

NOTE B -

NOTE C -

ORGANIZATION AND SCOPE

The federal programs as listed in the schedule of expenditures of federal awards are
accounted for by the School District in the General Fund for U.S. Department of Education
and U.S. Treasury Department programs and in the Food Service Fund for U.S. Department
of Agriculture programs.

The Chester Upland School District has three major federal programs for the year ended
June 30, 2015:

- Title |, Part A Cluster
) School Improvement Grants
. Child Nutrition Cluster

The above major programs constituted 63.34% of the total expenditures of federal awards
as follows:

Total expenditures per schedule of expenditures

of federal awards $ 10,196,847

Title |, Part A Cluster 3 4,315,433

School Improvement Grants 486,318

Child Nutrition Cluster 1,656,260
$ 6,458,011
3 6,458,011 _ o
$ 10,196,847 63.33%

BASIS OF ACCOUNTING

The School District uses the modified accrual method of recording transactions charged to
the Governmental Fund and the accrual method of recording transactions charged to the
Proprietary Fund.

DONATED FOODS

Donated foods were valued according to cost estimates provided by the U.S.D.A.
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CHESTER UPLAND SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2015

A.

SUMMARY OF AUDITORS’ RESULTS

1.

The auditors’ report expresses an unmodified opinion on the financial statements of the
Chester Upland School District.

Material weaknesses relating to the audit of the financial statements are reported in the
Independent Auditors’ Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed in
Accordance With Government Auditing Standards.

No instances of noncompliance material to the financial statements of the Chester
Upland School District were disclosed during the audit.

No significant deficiencies relating to the audit of the major federal award programs are
reported in the Independent Auditors’ Report on Compliance for Each Major Federal
Program and Report on Internal Control Over Compliance in Accordance With OMB
Circular A-133.

The auditors’ report on compliance for the major award programs for the Chester Upland
School District expresses an unmodified. '

There were no audit findings disclosed that are required to be reported in accordance
with Section 510(a) of the Circular. '

The programs tested as major programs were:

Program CFDA

Title I, Part A Cluster 84.010

School Improvement Grants 84.377
Child Nutrition Cluster 10.553,10.555,

10.559

The threshold for distinguishing Types A and B programs was $305,905.

Chester Upland School District was not determined to be a low-risk auditee.
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CHESTER UPLAND SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2015

B.

FINDINGS - FINANCIAL STATEMENTS AUDIT
15-01 Maintain Fixed Asset Records

Condition: The School District does not maintain a detailed listing of fixed assets and does not
reconcile these records to the general ledger on a timely basis.

Criteria: Records should be maintained and reconciled on a timely basis to the general ledger.

Effect. Failure to maintain schedules could result in an inaccurate accounting of assets and
also prohibit evaluating the reliability of assets and the need for replacements.

Cause. The Business Office has not assigned an individual the task of maintaining these
records.

Recommendation. \We recommend detailed fixed asset records be kept and maintained on a
timely basis.

Management's Response. The District concurs with the finding. The Accounts Payable
Coordinator was to maintain a schedule of new purchases and reconcile it to the general ledger
as of the month-ending-date by the 5% business day of the subsequent month, then submit
completed reconciliations electronically to the Assistant Business Administrator monthly.
However, due to the district's cash shortages and structural deficit, communication from vendors
occupied much of the Accounts Payable Coordinator’'s time and became overwhelming not only
for him, but the entire Business Office.

15-02 Data Collection Form

Condition: The School District did not submit and certify its Data Collection Form to the
Federal Audit Clearinghouse within nine months of the fiscal year end.

Criteria. An entity subject to a Single Audit are required to submit and certify its audit package
and Data Collection Form within nine months of its fiscal year end.

Effect. The District is not in compliance with Federal Audit Clearinghouse requirements.
Cause: The Single Audit was not completed and submitted in a timely manner.

Recommendation. We recommend that the School District institute policies and procedures
that allow for the Data Collection Form to be submitted by the required deadline.

Management’s Response:. While the district agrees with the finding at face-value, the district
maintains that the audit must be complete before the data collection form should be submitted.
That said, during fieldwork, through the end of the audit, the district's Business Office was
burdened by a state-commissioned forensic audit, various state consultants and the withholding
of hiring the much-needed requested positions within the Business Office to allow the audit to
be performed timely.

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

None.
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CHESTER UPLAND SCHOOL DISTRICT
SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2015

14-01 Accounts Payable Reconciled to the General Ledger

Description of Finding: Monthly reconciliations between the accounts payable balance in the general
ledger and the open invoices were not being performed.

Current Status: This finding has been addressed and is no longer applicable.
14-02 Maintain Fixed Asset Records

Description of Finding: The School District did not maintain a detailed listing of fixed assets and did
not reconcile these records to the general ledger on a timely basis.

Current Status: This finding is still applicable. See the schedule of findings and questioned costs item
15-01.

14-03 Reconciliation of Bank Accounts
Description of Finding: The School District did not reconcile bank accounts to the general ledger.
Current Status: This finding has been addressed and is no longer applicable.
14-04 Title | Grants to Local Education Agencies: Allowable Costs
Federal Grantor: U.S. Department of Education
Federal CFDA #84.010

Pass-Through Grantor: Pennsylvania Department of Education

Description of Finding: The School District did not maintain semiannual certifications for employees
that worked solely on a Title | program in support of salaries and wages.

Current Status: This finding has been addressed and is no longer applicable.
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CUSD Local Audit Citation Plan
Fiscal Year Ended June 30, 2015

CHESTER UPLAND SCHOOL DISTRICT
1720 MELROSE AVENUE
CHESTER, PENNSYLVANIA 19013

Yeacking forn Succedd—Wind, Dody, and Spinit”

AUDIT CITATION ACTION PLAN

FISCAL YEAR ENDED JUNE 30, 2015

Karen DeShullo, Chief Business Administrator

Finding 15-01, 14-02 and 13-03; Maintain Fixed Asset Records

Description of Finding:

The School District does not maintain a detailed listing of fixed assets and does not reconcile these
records to the general ledger on a timely basis.

District Position:

The District concurs with the finding. The Accounts Payable Coordinator was to maintain a schedule of
new purchases and reconcile it to the general ledger as of the month-ending-date by the 5" business day
of the subsequent month, then submit completed reconciliations electronically to the Assistant Business
Administrator monthly. However, due to the district's cash shortages and structural deficit,
communication from vendors occupied much of the Accounts Payable Coordinator's time and became
overwhelming not only for him, but the entire Business Office.

Corrective Action to be taken:




CUSD Local Audit Citation Plan
Fiscal Year Ended June 30, 2015

The Chief Business Administrator is recommending to the Receiver that a Controller be hired so that

tasks such as this can be completed with fidelity. The forensic audit report concurs that the Business

Office is in need of additional staff, as does the state Turnaround Specialist.

Timetable for implementation:

111/186

Monitoring to be performed:

Chief Business Administrator will inspect records quarterly.

Responsible Person with Scope of Authority:

Chief Business Administrator




CUSD Local Audit Citation Plan
Fiscal Year Ended June 30,2015

Finding 15-02 Data Collection Form

Description of Finding:

The school district did not submit and certify its data collection form to the Federal Audit Clearinghouse

within nine months of the fiscal year end.

District Position:

While the district agrees with the finding at face-value, the district maintains that the audit must be
complete before the data collection form should be submitted. That said, during fieldwork, through the
end of the audit, the district's Business Office was burdened by a state-commissioned forensic audit,
various state consultants and the withholding of hiring the much-needed requested positions within the
Business Office to allow the audit to be performed timely.

Corrective Action to be taken:

The Chief Business Administrator is recommending to the Receiver that a Controller be hired so that
tasks such as this can be completed with fidelity. The forensic audit report concurs that the Business
Office is in need of additional staff, as does the state Turnaround Specialist.

Timetable for implementation:

111718

Monitoring to be performed:

Chief Business Administrator

Responsible Person with Scope of Authority:

Chief Business Administrator
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| abed

County : Detaware

LEA Name : Chester-Upland SD
AUN Number : 125231232

Address

i Attn: Administration Sulte

Ghester , PA 19013 LEA Type: SD

Annual Financial Report
Accuracy Certification Statement
For Fiscal Year Ending

6/30/2016
Pennsylvania Department of Education
&
Office of Comptroller Operations

PDE-2056: Intermediate Unit

PDE-2057: Schoal District, AVTS/CTC, Charter School,
and Speclal Pregram Jointure

CERTIFICATION: By signing this page | agree that the electronic data submitted is a
complete and accurate statement of the financial operations and status of the local education
agency for the fiscal year, It has been prepared in accordance with generally accepted,
accounting principles and established Commonwealth of PA reporting guidelines,’
The reported informaticn ill change as the annual financial report will be amended opce the auditis complete,

t] dov LR g, / (e li™~

Date

v Lol

Chl‘{{—f* Uﬁu_)/‘w.-j\)’ ﬂdmf,‘uﬁfqﬁf— Date

KAREN G DESHULLO (610)447-3655 Ext:

Contact Person

Contact Person Telephone Number

(610)447-3675

kdeshullo@chesteruplandsd.org
Contact Person Fax Number

Cantact Person E-mall Address

Printed 1/10/2017 9:45:42 AM




Audit Certification
Annual Financial Report;
For Fiscal Year Ending 6/30/2016
(Pursuant to PA School Code Section 218(b))

LEA Name : Chester-Upland SD - ot . N
AUN Number : 125231232 Audit ﬁ%l}%?/czaot;%n Due:
County : Delaware

This certification is applicable to:

[0 Orig. Annual Financial Report submitted to

Comptroller Operations:
Date

[ Annual Financlal Report revisions submitted on:
Date

Auditing Firm: ‘ Auditor Contact Name:
Auditor Phone:

Auditor E-mail:

GERTIFICATION: By signing this page | agree that the financial statements of the school have been properly audited as noted abave pursuant to Article
XXIV, and in the auditor's professional opinion, the Annual Financial Report (PDE-2057) submitted on the date referenced is materially consistent with the
audited financial statements.

Chief Schaol Administrator Board Secretary

Signature Date Signature Date
KAREN G DESHULLQO (610)447-3655 Ext :
Contact Person Contact Person Telephone Number
kdeshullo@chesteruplandsd.org (610)447-3675
Contact Person E-mail Address Contact Person Fax Number

Printed 1/19/2017 3:35:26 PM Page 2



Chester Upland School District Organization Chart
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2015-2016 Annual Financial Report - 06/30/2016 Fiscal Year End
LEA : 125231232  Chester-Upland SD
Printed 1/19/2017 3:35:53 PM

Val Number Description

30220 Revenue code 9920 has an amount entered as a Special ltem. Provide a
description of this Special Item.

Rev detail, 9820, Fund 10: $134,601.00

30380 Revenue Detail: AFR amount must equal PDE FAI System amount.

7110, AFR Rev Detail: 736€6356.00
7110, PDE FAl System: $73,445,880.87

30490 Revenue Detail: AFR amount must equal or exceed PDE FA| System amount.

7170, AFR Rev Detail: 463606.00
7170, PDE FAI System: $2,6800,552.64

30501 Revenue Detail: AFR amount must equal or exceed PDE FAI System amount.

7311, AFR Rev Detail: 964900.00
7311, PDE FA| Systemn: $977,202.82

30680 Revenue Detail: Current Tax Revenue amount cannot exceed 30% variance from

prior year amount. Correct the data or enter a justification.

8153, Current AFR Rev Detail: $868,331.00
6153, Prior AFR Rev Detail; $403,592.23

42420 Expenditure Detail: Total current year 2700-513 expenditure varies from prior
year by 10%. Correct the data or enter a justification.

2700-513, AFR Exp Detail: $3,463,347.00
2700-513, PY AFR Amount: $0.00

Page 4

Validations

Page - 1 of1
Justification

Savings Achieved From Negotiatad Vendor
Discounts

Revenue Amounts Were Posted per FA{ System
and Communications Received

Revenue Amounts Wera Fosted per FAI System
and Communications Received

Revenue Amounts Were Posted per FAI System
and Communications Receivad

The district received more transfer taxes in 2015
-16 as a result of the sale of certain large
properties.

The district cantracted out transportation
starting with the 2015-16 year.



2015-2016 PDE-2057 Annual Financial Report - 08/30/2016 Fiscal Year End
LEA : 125231232  Chester-Upland SD
Printed 1/19/2017 3:35:27 PM

Amounts Expressed in Whole Dolfars

Assets And Deferred Outflows Of Resources
Assets
0100 Cash and Cash Equivalents
0110 Investments
0120 Taxes Receivable
0130 Due From Other Funds
0141 Due From Qther Governments
0142 State Revenue Receivable
0143 Federal Revenue Raceivable
0145 Cther Intergovernmantal Revenue Receivable
0146 Due from Primary Government
0147 Due from Component Unit
0150 Other Receivables
0170 Inventories
0180 Prepaid Expenses (Expenditures)
0190 Other Current Assets
Total Assets
0910 Deferred Outflows of Resources
Total Assets And Deferred Outflows Of Resources

General Fund

(10}

7,773,463
4,902,318
913,250
181,840

2,164,074
1,821,078

132,774

182,058

$18,150,854

$18,150,854

Page §

Public Purpose Trust
27}

Other Compt Approved
{28)

Balance Sheet - Governmental Funds {NAG)

Athletic / Activity
(29)

Page - 10f4

Capital Reserve (690,
1850)
@an



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End
LEA 1125231232  Chester-Upland SD
Printed 1/16/2017 3:35:27 PM

Amounts Expressed in Whoels Dallars

Assets And Deferred Qutflows Of Resources

Assets
0100
0110
0120
0130
0141
0142
0143
0145
0146
0147
0150
0170
0180
0180

Cash and Cash Equivalents
Investmeants

Taxes Receivable

Due From Other Funds

Due From Other Governments
State Revenue Receivable
Federal Revenue Receivable
Other Intergovernmental Revenue Receivable
Due from Primary Government
Due from Componertt Unit

(Other Receivables

Inventories

Prepaic Expenses (Expenditures)
Qther Current Assets

Total Assets

0910

Ceferred Outflows of Resources

Total Assets And Deferred Outflows Of Resources

Capital Reserve (1431) Qther Capital Projects

{32)

Page 6

Fund

{39)

311,181

$311,181

$311,181

Balance Sheet - Governmental Funds (NAG)

Page - 20of4
Debt Service Permapent Total Governmental
{40} (20) Funds

7,773,463
4,902,316
913,250
161,840

24752585
1,621,079

132,774

182,058

$18,462,035

$18,462,035



2015-2016 PDE-20567 Annual Financial Report - 06/30/2016 Fiscal Year End

LEA : 125231232

Chester-Upland SD

Printed 1/19/2017 3:35.27 PM

Amounts Expressed in Whole Dollars

Liabilities And Deferred Inflows Of Resources And Fund Balances

Liabilities
0400
0411
0412
0413
0420
0430
0440
0450
0461
0462
0480
0482

Due to Other Funds

Due to Other Governments

Due to Primary Government

Due to Compenent Unit

Accounts Payable

Contracts Payable

Current Portion of Long-Term Debt
Short-Term Payables

Accrued Salaries and Benefits
Payrall Deductions and Withholding
Unearned Revenues

Other Current Liabilities

Total Liabilities

085C

Deferred Inflows of Resources

Fund Balances

0810
0820
0830
0840
0850

Nonspendable Fund Balance
Restricted Fund Balance
Committed Fund Balence
Assigned Fund Balance
Unassigned Fund Balance

Total Fund Balances

Total Liabilities, Deferred Inflows Of Resources And Fund Balances

General Fund

Public Purpose Trust Other Compt Approved
(19 (27 128)

11,671,211

5,663,407
484,478
5,156,891
1,135,000
$24,009,987

(5.859,133)
($5,859,133)
$18,150,864

Page 7

Balance Sheet - Governmental Funds (NAG)

Page - 3of4

Athletic / Activity ~ Capital Reserve (690,

(29) 1850)
31)



2015-2016 PDE-2057 Annual Financial Report - 06/30/2018 Fiscal Year End

LEA : 125231232

Chester-Upland SD

Printed 1/18/2017 3:35:27 PM

Amounts Expressed in Whole Dollars

Liabilities And Deferred Inflows Of Resources And Fund Balances

Liabilities

0400
0411
0412
0413
0420
0430
0440
0450
0461
0462
0480
0490

Due to Other Funds

Due to Other Governments

Due to Primary Government

Due to Component Unit

Accounts Payable

Contracts Payable

Current Portion of Long-Term Dabt
Short-Term Payables

Accrued Salaries and Benefits
Payrall Deductions and Withholding
Unearned Revenues

Other Current Liabilities

Total Liabilities

0850

Deferred Inflows of Resources

Fund Balances

0810
0820
0830
0840
Q850

Nonspendable Fund Balance
Restricted Fund Balance
Committed Fund Balance
Assigned Fund Balance
Unassigned Fund Balance

Total Fund Balances

Total Liabilities, Deferred Inflows Of Resources And Fund Balances

Capital Reserve {1431) Other Capital Projects

{32)

Page §

Fund
{39)

993,923

91,896

$1,085,819

(774,638)

{$774,638)
$311,181

Debt Service

(40)

Balance Sheet - Governmental Funds (NAG)

Page - 4 of 4
Permanent Total Governmental
{90} Funds

993,923

11,863,107

5,863,407
484,478
5,165,891
1,135,000
$25,095,806

(774,638)

(6,859,133)
($6,633,771)
$18,462,035



2016-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End
LEA : 125231232  Chester-Upland SD
Printed 1/19/2017 3:35:29 PM

Amounts Expressed in Whole Dollars

Revenues
8000 Revenue from Local Sources
7000 Revenue from State Sources
8000 Revenue from Federal Sources
Total Revenues
Expenditures
1000 Instruction
2000 Support Services
3000 Operation of Non-Instructionai Services
4000 Facilities Acquisition, Construction and Improvement Services
5110 Debt Service
5130 Refund of Prior Year Revenues / Receipts
514C Short-Term Borrowing — Interest and Costs
Total Expenditures

Excess {Deficiency) Of Revenues Over Expenditures

Other Financing Sources (Uses)

9110 Face Value of Bonds Issued

9120 Proceeds from Refunding of Bonds

9130 Bond Premiums

9200 Proceeds from Extended-Term Financing

9300 Interfund Transfers - IN

9400 Sale of or Compensation for Loss of Fixed Assets

9710 Transfers from Component Units

9720 Transfers from Primary Gavernments

9910 Other Financing Sources Not Listed in the 9000 Series

9990 Insurance Recoveries

5120 Debt Service - Refunded Bonds

5150 Bond Discounts

5200 Interfund Transfers — Out

5300 Transfers Out to Component Units/Primary Governments
Total Other Financing Sources (Uses)

General Fund

{10)

21,324,547
99,222,321
7,733,321
$128,280,189
95,784,541
23,073,508
897,883

7,294,415
8,056

$127,058,493
$1,221,696

400,000

63,330

27,166

$490,486

Page 9

Statement of Revenues, Expenditures, and Changes in Fund Balances - Governmental
Funds (REG)

Page - 1of 4

Public Purpose Trust Other Compt Approved Athletic ! Activity ~ Capital Reserve (690,
(27) {28) 129) 1850)

31)



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End
LEA : 126231232  Chester-Upland SD
Printed 1/19/2017 3:35:29 PM

Capital Reserve (1431

Amounts Expressed in Whole Dollars
{32)

Revenues
8000 Revenue from Local Sources
7000 Revenue from State Sources
8000 Revenue from Federal Sources

Total Revenues

Expenditures
1000
2000
3000
4000
5110
5130
5140

Total Expenditures

Instruction

Support Services

Operation of Non-Instructional Services

Facilities Acquisition, Construction and improvement Services
Debt Service

Refund of Prior Year Revenues / Receipts

Short-Term Borrowing — Interest and Costs

Excess (Deficiency) Of Revenues Over Expenditures

Other Financing Sources (Uses)
9110
9120
9130
9200
9300
9400
9710
9720
9810
9890
5120
5150
5200
5300 Transfers Out to Component Units/Primary Governments

Face Value of Bonds Issued

Proceeds from Refunding of Bonds

Bond Premiums

Proceeds from Extended-Term Financing
Interfund Transfers - IN

Sale of or Compensation for Loss of Fixed Assets
Transfers from Component Units

Transfers from Primary Governments

Other Financing Sources Not Listed in the 9000 Series
Insurance Recoveries

Debt Service — Refunded Bonds

Bond Discounts

Interfund Transfers — Out

Total Other Financing Sources (Uses)

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

Funds (REG)
Page - 20f4
Other Capital Projects Debt Service Permanent Tatal Governmental
Fund {40} 90) Funds

39)
21,324,647
1,746,947 100,969,268
7,733,321
$1,746,947 $130,027,136
95,784 541
23,073,598
897,883
2,621,585 2,521,686
7,294,415
8,068
$2,521,585 $129,580,078
{$774,638) $447,058
400,000
63,330
27,158
$490,486

Page 10



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End Statement of Revenues, Expenditures, and Changes in Fund Balances - Governmental
LEA : 125231232  Chester-Upland SD Funds (REG)

Printed 1/19/2017 3:35:29 PM

Page - 3of4

Amounts Expressed in Whole Dallars General Fund Public Purpose Trust Other Compt Approved Athletic / Activity  Capital Reserve {630,
10} (27) (28) (29) 1850)

1)

Special And Extraordinary ltems
9920 Special ltems — Gains 134,601
9930 Extracrdinary {tems — Gains
5520 Special ltems — Losses
5530 Extraordinary ltems — Lossas

Net Change [n Fund Balances $1,846,783
Fund Balance

0001 Fund Balance - Beginring of Fiscal Year (7,705,916)
Fund Balance - End Of Year ($5,859,133)

Page 11



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End
LEA : 126231232  Chester-Upland SD
Printed 1/19/2017 3:356:29 PM

Amounts Expressed in Whole Doliars

Special And Extraordinary Items
9920 Special Items — Gains
9930 Extracrdinary ltems — Gains
5620 Special Items — 1 osses
5530 Extraordinary ltems — Losses

Net Change In Fund Balances
Fund Balance

0001 Fund Balance - Beginning of Fiscal Year
Fund Balance - End Of Year

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

Capital Reserve (1431) Other Capital Projects
(32)

Page 12

Fund

(39)

($774,638)

($774,638)

Debt Service

(40)

Permanent

Funds (REG)

Page - 4 of4

Total Governmental
Funds

134,601

$1,072,145

(7,705,916)
($6,633,771)



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End

LEA : 125231232  Chester-Upland SD
Printed 1/18/2017 3:35:30 PM

Amounts Expressed in Whole Dollars

Assets And Deferred Qutflows Of Resources

Current Assets

0100
0110
0130
0141
0142
0143
0146
0147
0150
0170
0180
0180

Cash and Cash Equivalents
Investments

Due From Other Funds

Due From Other Governments
State Revenue Recsivable
Federal Revenus Receivable
Due from Primary Government
Due from Component Unit
Other Receivables

Inventories

Prepaid Expenses {(Expenditures)
Other Current Assets

Total Current Assets

Noncurrent Assets

0211
0212
0220
023¢
0250
0260
0290

Land

Site Improvements (Net)

Buildings and Building Improvements (Net)
Machinery, Equipment and Furniture (Net}
Construction in Progress

Long Term Prepayments

Other Noncurrent Assets

Totat Noncurrent Assets

0910

Deferred Qutflows of Resources

Total Assets And Deferred Outflows Of Resources

Food Service

(51)

3,560

80,674

3,485

20,410

$108,129

12,000
$120,129

Page 13

Child Care
Operations
{52)

Statement of Net Position - Proprietary Funds (NAP)

Other Enterprise

3.560

80,674

3,485

20,410

$108,129

12,000
$120,129

Page - 10f2

Internal Service
60)



2015-2016 PDE-2057 Annual Financial Report . 06/30/2016 Fiscal Year End
LEA : 125231232  Chester-Upland SD
Printed 1/18/2017 3:35:30 PM

Amcunts Expressed in Whole Dollars

Liabilities And Deferred Inflows Of Resources And Net Position
Current Liabilities
0400 Due to Other Funds
0411 Due to Other Governments
0413 Due to Companent Unit
0420 Accounts Payable
0430 Contracts Payable
0440 Current Portion of Long-Term Debt
0450 Short-Term Payables
0481 Accrued Salaries and Benefits
04862 Payroll Deductions and Withholding
0480 Unearned Revenues
0480 Other Current Liabilities
Total Current Liabilities
Noncurrent Liabilities
0510 Bonds Payable
0520 Extended-Term Financing Agreements Payable
0630 Lease-Purchase Obligations
0540 Accumulated Compensated Absences
0550 Authority Lease Obligations
0560 Other Post-Employment Benefits (OPEB)
0570 Net Pension Liability
0599 Other Long-Term Liabiiities
Total Noncurrent Liabilities
Total Liabilities
0950 Deferred inflows of Resources
Net Position
0791 Invested in Capital Assets, Net of Related Debt
0008 Restricted Net Position {0792 — 0798)
0799 Unrestricted Net Position
Total Net Position

Total Liabilities And Deferred Inflows Of Resources And Net Position

Eagod Service

{51)

478,399

23 506

2,908

$504,813

93,000

$93,000
$597,813
7.000

[484,684)
($484,684)
$120,129

Page 14

Child Care
Dperations
(52)

Statement of Net Position - Praprietary Funds (NAP)

Page - 20of2
Other Enterprise TOTAL Internal Service
(58) (80)

478,399

23,506

2,808

$504,813

93,000

$93,000
$597,813
7,000

(484,684)
($484,684)
$120,129



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End
LEA : 126231232  Chester-Upland 5D
Printed 1/19/2017 3:35:31 PM

Amounts Expressed in Whele Dollars

Qperating Revenues
6600 Food Service Revenue
0071 Charges for Services
0072 Other Operating Revenue
Total Operating Revenues
Operating Expenses
100 Perseonnel Services — Salaries
200 Personnel Services — Employee Benefits
300 Purchased Professional and Technical Services
400 Purchased Property Services
500 Other Purchased Services
600 Supplies
740 Depreciation
810 Dues and Fees
890 Miscellaneous Expenditures
Total Operating Expenses
Operating Income (Loss)
Non Operating Revenues (Expenses)
6500 Earnings on Investments
6920 Contributions and Donations from Private Sources
6930 Gains or Losses on Sale of Fixad Assets
6991 Refunds of a Prior Year Expenditure
7000 Revenue from State Sources
8000 Revenue from Federal Sources
820 Claims and Judgments Against the LEA
830 |Interest
TOTAL Non Operating Revenues (Expenses)

Income (Loss) Before Contributions And Transfers

(51

136,337

$136,337

30,481

17,374

1,732,693

141,386

59,084

$1,981,008
($1,844,671)

76,682
1,748,056

$1,824,738

{$19,933)

Page 156

Statement of Revenues, Expenses, and Changes in Fund Net Position - Proprietary Funds

Food Service Child Care Operations

(52)

Other Enterprise TOTAL
(58}

136,337

$136,337

30,461

17,374

1,732,693

141,396

59,084

$1,981,008
($1,844,671)

76,682
1,748,056

$1,824,738

($19,933)

(REP)

Page - 10f2

Internal Service

(80)



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End
LEA : 125231232  Chester-Upland SD
Printed 1/19/2017 3:35:31 PM

Amounts Expressed in Whole Dollars

Contributions, Transfers, and Special and Extraordinary Items
5200 Interfund Transfers — Out
5300 Transfers Out to Component Units/Primary Governments
5820 Special ltems — Losses
5530 Extraordinary Items ~ L.osses
9300 Interfund Transfers - N
89500 Capital Contributions
9700 Transfers IN From Corponsnt Units/Primary Governments
9920 Special tems — Gains '
9930 Extracrdinary ltems — Gaing

Change In Net Position

0002 Net Posjtion - Beginning of Fiscal Year
0003 Accounting Changes / Residual Equity Transfers

Net Position - End Of Year

Statement of Revenues, Expenses, and Changes in Fund Net Position - Proprietary Funds

(REP)

Page - 2 0of 2

Food Service  Child Care Operations Other Enterprise TOQTAL Internal Service
(81) (52) (58) (60)

($1,933) ($19,933)
(464,751) (464,751)
(5484,684) (5484,684)

Page 16



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End
LEA : 126231232  Chester-Upland SD
Printed 1/19/2017 3:35.34 PM

Amounts Expressed in Whole Dallars

Cash Flows From Operating Activities
0011 Cash Receipts From Users
0012 Cash Receipts From Assessments Made to Other Funds
0013 Cash Receipts From Earnings on [nvestments
0014 Cash Receipts From Other Operating Revenue
0015 Cash Payments To Employees For Services
0016 Cash Payments For Irsurance Claims
0017 Cash Payments To Suppliers For Goods and Services
0018 Cash Payments For Other Operating Expenses
Net Cash Provided By (Used For) Operating Activities
GCash Flows From Non-Capital Financing Activities
0021 Receiots From Local Sources - 6000
0022 Receipts From State Sources - 7000
0023 Receipts From Federal Sources -8000
0024 Notes and Loans Received (Repaid)
0025 Interest Paid on Netes/Leans - 5100-830
0028 Operating Transfars In (Out)/Residual Equity Trans
0027 Operating Transfers In {Out) Primary Government / Gomp Unit
0028 Receipts From Refund of Prior Year Expendituras - 6991
0028 Special and Extraordinary Gains {losses)
Net Cash Prov By (Used for) Non-Capital Financing Activities

Cash Flows From Capital and Related Financing Activities
0031 Payments For Fac Acq, Const, and Imp - 4000
0032 Gain/ (Loss) on Sale of Fixed Assets - 6930
0033 Proceeds From Extended Term Financing - 9200
0034 Principal Paid on Financing Agreements
0035 Interest Paid on Financing Agreements - 5100-830
0036 (inc) Dec in Contributed Capital
Net Cash Prov By (Used for) Capital and Related Financing Activities

Cash Flows From Investing Activities
0041 Earnings on Investments - 8500
0042 Purchase of Inv Securities / Depaosits to Inv Pools
0043 Receipts From Investment Pool Withdrawals
0044 Proceeds from Sale and Maturity of Inv Securities
0045 Loans Recelved (Paid)

Net Cash Prov By (Used for) Investing Activities

(81)

134,905

39,992

2,418,086

(52,323,173}

76,682
1,748,056

$1,824,738

Page 17

Food Service Child Care Operations

(62)

Statement of Cash Flows - Proprietary Funds (CFP)

Page - 10of3

Other Enterprise TOTAL Internal Service{§0)
158)

134,805

39,992

2,418,286

($2,323,173)

76,682
1,748,066

$1,824,738



20156-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End
LEA : 126231232  Chester-Upland SD

Statement of Cash Flows - Proprietary Funds (CFP)

Printed 1/18/2017 3.35.34 PM Page - 20f3
Faod Service Child Care Qperations Other Enterprise TOTAL Internal Service
51 (52) 58 (60)
Net Increase (Decrease) in Cash Flows (498,435) (498,435)
0004 Cash and Cash Equivalents Beginning of Year 501,995 501,995
Cash and Cash Equivalents at Year End $3,560 $3,560
Reconciliation of Operating Income (Loss) To Net Cash
Provided by (Used For) Operating Activities
0005 Operating Income (Loss) per REP {1.844,671) (1,844,671)
Adjustments
0051 Depreciation and Net Amortization
0052 Provision for Uncollectible Accounts
0053 Other Adjustments
Effect of Changes in Assets, Liahilities, Deferred Qutflows and Deferred
Inflows
0054 (Inc) Dec In Accounts Receivable {0120-0150) 75,264 75,064
0055 Advances to Other Furids (0160) (293.212) (293,212)
0056 (inc) Dec in Inventories (0170) 17,246 17,246
0057 (inc) Dec in Prepaid Expenses (0180)
0058 (Inc) Dec in Other Current or Noncurrent Assets
0084 Deferred Qutflows (0910)
0089 Inc (Dec) in Accounts Payable (0400-0450) (284.211) (284,211)
0080 Inc (Dec) in Accrued Salaries/Benefits (0461) 9,843 9,843
0085 Inc (Dec) in Net Pension Liabllities (0570) (2,000) (2,000)
0086 Inc (Dec) in Other Postemp Benefit Oblig (C560)
0081 Inc (Dec) in Payroll Deductions/Withholding {0462)
0082 Inc (Dec) in Unearned Revenue (0480) (1,432) {1,432}
0083 Inc (Dec) in Other Cumrent or Noncurreht Liabilities
0087 Deferred Inflows (0950)
Total Adjustments ($478,502) ($478,502)

Cash Provided By (Used for) Total

($2,323,173)

($2,323,173)

Page 18



2015-2016 PDE-2057 Annual Financial Report - 06/30/20186 Fiscal Year End Statement of Cash Flows - Proprietary Funds (CFP)
LEA : 125231232  Chester-Upland SD

Printed 1/19/2017 3:35.34 PM Page - 3of3

COMBINED STATEMENT OF CASH FLOWS
SCHEDULE OF NONCASH INVESTING, CAPITAL, AND FINANCING ACTIVITIES

Explanation of Transaction and Balance Sheet Effect

Amount
Total

Page 19



2015-2016 PDE-2057 Annual Financial Report - 06/30/2018 Fiscal Year End

LEA : 1258231232  Chester-Upland SD
Printed 1/19/2017 3:35:35 PM

Amounts Expressed in Whole Dollars

Assets And Deferred Outflows Of Resources

Assets
0100
0110
0130
0147
0150
0170
0180
0190
0220
0230

Cash and Cash Equivalents

Investments

Due From Other Funds

Due from Component Unit

Other Receivables

Inventories

Prepaid Expenses (Expenditures)

Other Current Assets

Buildings and Building Improvements (Net)
Machinery, Equipment and Furniture {Net}

Total Assets

0910

Deferred Qutflows of Rescurces

Total Assets And Deferred Outflows Of Resources

Private Purpose Trust
{71)

Page 20

Investment Trust

72)

Statement of Net Position - Fiduciary Funds (NAF}
Page - 10f4

Pension Trust Activity
3 (&)

12,720

$12,720

$12,720



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End Statement of Net Position - Fiduciary Funds (NAF)

LEA : 125231232  Chester-Upland SD

Printed 1/19/2017 3:35:35 PM Page - 2of 4
Amounts Expr.essed in Whole Dollars Other Agency Discrete Component Units Discrete Component Units Total Fiduciary Funds
(98) (98)
Assets And Deferred Outflows Of Resources
Assets
0100 Cash and Cash Equivalents 2,671 15,3

3110 Investments
0130 Due From Other Funds
0147 Due from Component Unit
015C Other Receivables
0170 Inventories
0180 Prepaid Expenses (Expenditures)
0190 Other Current Assets
0220 Buildings and Building Improvements (Net)
0230 Machinery, Equipment and Furniture (Net)
Total Assets $2,871 . $15,391

0910 Deferred Outflows of Resources

Total Assets And Deferred Outflows Of Resources $2,671 $15,391

Page 21



2015-2018 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End Statement of Net Position - Fiduciary Funds (NAF)
LEA :125231232  Chester-Upland SD

Printed 1/19/2017 3:35:35 PM Page - 30of4
Amounts Expressed in Whole Dollars Private Purpose Trust Investment Trust Pension Trust Activity
(1) 172) 73) {81)

Liabilities, Deferred Inflows Of Resources And Net Position

Liabilities
0400 Due to Other Funds
0411 Due to Other Governments
0412 Due to Primary Government
0413 Due to Component Unit
0420 Accounts Payable ' 12,720
0430 Contracts Payable )
0450 Short-Term Payables
0481 Accrued Salaries and Benefits
0462 Payroll Deductions and Witkholding
0480 Unearned Revenues
0490 Other Current Liabilities

Total Liabilities 312,720
0950 Deferred Inflows of Resources

Net Position
0791 Invested in Capital Assets, Net of Related Debt
0009 Restricted Net Position (0792 — 0798)
0799 Unrestricted Net Position

Total Net Position

Total Liabilities, Deferred Inflows Of Resources And Net Position $12,720

Page 22



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End

LEA : 125231232  Chester-Upland SD
Printed 1/19/2017 3:35:35 PM

Amounts Expressed in Whole Dollars

Liahilities, Deferred Inflows Of Resources And Net Position
Liabilities
0400 Due to Other Funds
0411 Due to Other Goverrments
0412 Due to Primary Government
0413 Due tc Component Unit
0420 Accounts Payable
0430 Contracts Payable
0450 Short-Term Payables
0481 Accrued Salaries and Benefits
0462 Payroll Deductions and Withholding
0480 Unearned Revenues
0480 Other Current Liabilities
Total Liabilities
0850 Deferred Inflows of Resources
Net Position
0791 Invested in Capital Assets, Net of Related Debt
0009 Restricted Net Position (0792 — 0798)
0799 Unrestricted Net Position
Total Net Position

Total Liabilities, Deferred Inflows Of Resources And Net Position

QOther Agenc
89)

2,671

$2,671

$2,671

Page 23

Discrete Component Units
(98)

Statement of Net Position - Fiduciary Funds (NAF)

Page - 4 0f4

Discrete Component Units Total Fiduciary Funds

15,31

$15,391

$15,391



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End
LEA ;125231232  Chester-Upland SD
Printed 1/19/2017 3:35:35 PM

Revenue from Local Sources

6111 Current Real Estate Taxes

6112 Interim Real Estate Taxes

6113 Public Utility Realty Taxes

6153 Current Act 511 Real Estats Transfer Taxes

6411 Delinquent Real Estate Taxes

6700 Revenues from LEA Activities

6831 Federal Revenue Received from Other Pennsylvania Public LEAs
6832 Federal IDEA Revenue Recsived as Pass Through

6838 Federal ARRA Race to the Top Revenue Received as Pass Thraugh
6910 Rentals

6920 Contributions and Donations from Private Sources

6949 Other Tuition from Patrons

6961 Transportation Services Provided Other Pennsylvania LEAs

6991 Refunds of a Prior Year Expenditure

6889 Other Revenues Not Specified Above

TOTAL Revenue from Local Sources

Page 24

Detail of General Fund Revenues and Other Financing Sources - (REV)

Revenue Reported
In Current Year

16,067,628.00
205,324,00
23.814.00
868,331.00
$69,696.00
11,122.00
169,936.00
2,751,516.00
65,504.00
2,349.00
6,574.00
6,042.00
2,000.00

252 508.00
31,303.00
$21,324,547.00

Current Year
Tax Accrual

General Fund {10)
Page - 10f4

Prior Year Taxes Collected
Tax Accrual In Current Year

16,067,628.00
205,324.00
23,814.00
868,331.00
859,696.0C

$18,024,793.00



2015-2016 PDE-2057 Annual Financial Report - 08/30/2016 Fiscal Year End
LEA : 125231232  Chester-Upland SD
Printed 1/19/2017 3:35:35 PM

Revenue from State Sources

7110
7160
7170
7220
7271
7292
7311
7312
7320
7340
7360
7505
7598
7599
7810
7820

Basic Education Funding

Tuition for Qrphans Subsidy

School Improvement Grants

Vocational Education

Special Education funds for Schaol-Aged Pupils

Pre-K Counts

Pupil Transportation Subsidy

Nonpublic and Charter Schoal Pupil Transportation Subsidy
Rental and Sinking Fund Payments / Building Reimbursement Subsidy
State Property Tax Reduction Allocation

Safe Schools

Ready to Learn Block Grant

Revenue for the Support of Public Schools

Other State Revenue Not Listed Elsewhere in the 7000 Series
State Share of Social Security and Medicare Taxes

State Share of Retirement Contributions

TOTAL Revenue from State Sources

Page 25

Detail of General Fund Revenues and Other Financing Sources - (REV)

Revenue Reported
In Current Year

73,666,356.00
328,212.00
453,606,00
174,040.00
5,610,550.00
816,100.00
964,900.00
819.280.00
144,512.00
2,753,110.00
109,447.0C
1,421,091.00
4,361,874.00
5,600.00
1,312,327.00
6,290,316.00
$99,222,321.00

General Fund (10)
Page - 2 of4



2015-2016 PDE-2057 Annual Financial Report - 06/20/2016 Fiscal Year End
LEA : 125231232  Chester-Upland SD
Printed 1/19/2017 3:35.35 PM

Revenue from Federal Sources

8514 NCLB, Title | - Impraving the Academic Achievement of the Disadvantaged

8515 NCLB, Title Il - Preparing, Training and Recruiting High Quality Teachers and Principals
8516 NCLB, Title Il - Language Instruction for Limited English Proficient and Immigrant Students
8517 NCLB, Title IV - 215t Century Schools

8690 Other Restricted Federal Grants-in-Aid Through the Commonwealth of PA

8810 School-Based Access Medicaid Reimbursement Program (SBAP) Reimbursements (Access)
TOTAL Revenue from Federal Sources

Page 26

Detail of General Fund Revenues and Other Financing Sources - (REV)

Revenue Reported
In Current Year

5,675,026,00
1,216,226.00
36,166.00
164,924.00
3,295.00
637,684.00
$7,733,321.00

General Fund (10)

Page - 3of4



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End
LEA : 125231232  Chester-Upland SD
Printed 1/19/2017 3:35:35 PM

Other Financing Sources

9210 Proceeds from Cormmonwealth of PA Loans
9400 Sale of or Compensation for L.oss of Fixed Assets
9920 Special ltems - Gains

9920 Insurance Recoveries

TQTAL Other Financing Sources

TOTAL FROM ALL SOURCES

Page 27

Detail of General Fund Revenues and Other Financing Sources - (REV)

Revenue Reported
In Current Year

400,000.00
63,330.00
134,601.00
27,156.00
$626,087.00

$128,905,276,00

General Fund (10)
Page - 40f4

$18,024,793.00



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End Summary of General Fund Revenues and Other Financing Sources - (REVS)

LEA : 125231232  Chester-Upland SD General Fund (10)
Printed 1/19/2017 3:35:36 PM Page - 1 of 1
Revenue from Local Sources 21,324,547.00
Revenue from State Sources 99,222 321.00
Revenue from =ederal Sources 7.733,321.00
Other Financing Sources 625,087.00
TOTAL FROM ALL SOURCES $128,905,276.00

Page 28



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End
LEA : 125231232  Chester-Upland SD
Printed 1/19/2017 3:35:37 PM

General Fund (10)
1000 Instruction

100 Personnel Services — Salaries
100 Personnel Services — Salaries

Total Personnel Services — Salaries

200 Personnel Services — Employee Benefits
210 Group Insurance — Contractad Provider
220 Social Security Contributions
230 PSERS Rstirement Contributions
240 Tuition Reimbursement
250 Unemployment Compensation
260 Workers’ Compensation
270 Group Insurance — Self-Insurance
280 Other Post-Employment Benefits (OFEB)
Total Personnel Services — Employee Benefits

300 Purchased Professional and Technical Services
322 Professional Educational Services — lus
323 Professional Educational Services — Other Educational Agencies
324 Professional Educational Services — Employee Training and Development Servicas
32¢ Professional Educational Services - Other
330 Cther Professional Services

[

Total Purchased Professional and Technical Services

400 Purchased Property Services
430 Repairs and Maintenance Services
440 Rentals
Total Purchased Property Services
500 Other Purchased Services
510 Student Transportation Services
561 Tuition To Other School Districts Within the State
562 Tuition To Pennsylvania Charter Schoals
563 Tuition To Nonpublic Schools
567 Tuition To Approved Private Schools (APS) and PA Chartered Schools for the Deaf and Blind

et

568 Tuition To Private Residential Rehabilitativa Institutions (PRRI) [In-State] and Detention Centers

©

569 Tuition — Other
580 Trave!
5391 Services Purchased Locally
Total Qther Purchased Services
600 Supplies
610 Genesral Supplies
B30 Food
640 Books and Pericdicals
B50 Supplies & Fees — Technclogy Related

Total Supplies

700 Property
750 Equipment — Criginal and Additional

Page 28
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Total

15,846,970.00
$16,845,970,00

4,899,606.00
1,302,463.00
4,301,870.00
222,133.00
276,971.00
706,181.00
123,164.00
6,000.00

$11,838,388.00

3,190,097.00
“,718,264.00
44,527.00
78,638.00
1,537,855.00

$6,570,378.00

(7,864.00)
51,333.00

$43,469.00

22,430.00
£99,634.00
55,197,916.00
168,854.00
2,283,531.00
471,011.00
5,500.00
8,432.00
1,815.00

$58,890,223.00

570,894.00
26,291.00
222,631.00
24,986.00

$844,802.00

662,170.00
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General Fund (10)

1000 Instruction Total
Total Property $662,170.00
800 Other Objects

810 Dues and Fees 8,497.00

820 Claims and Judgments Against the LEA 78,155.00

890 Miscellaneous Expenditures 2,489.00
Total Other Objects $89,141.00
Total 1000 Instruction $95,784,541.00
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General Fund {10)
1100 Regular Programs — Elementary / Secondary

100 Personnel! Services — Salaries
100 Personnel Services — Salaries

Total Personnel Services — Salaries

200 Personnel Services — Employee Benefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
23C PSERS Retirement Contributions
240 Tuition Reimbursement
250 Unemployment Gompensation
260 Workers’ Compensation
270 Group Insurance — Self-insurance
280 Other Post-Employment Benefits (OPEB)

Total Personnel Services — Employee Benefits

[N

300 Purchased Professional and Technical Services
322 Professional Educational Services — lus
323 Professional Educational Services — Other Educational Agencies
324 Professional Educational Services — Employee Training and Development Services
329 Professional Educational Services — Other
330 Other Professional Services

Total Pur¢hased Professional and Technical Services
400 Purchased Property Services
440 Rentals
Total Purchased Property Services
500 Other Purchased Services
510 Student Transportation Services
561 Tuition To Other School Districts Within the State
562 Tuition To Pennsylvania Charter Schools
568 Tuition To Private Residential Rehabilitative Institutions (PRRI) [In-State] and Detention Centers
591 Services Purchased Locally
Total Other Purchased Services
600 Supplies
610 General Supplies
630 Feod
640 Books and Periodicals
650 Supplies & Fees — Technology Related

Total Supplies

700 Property
750 Equipment — QOriginal and Additional

Total Property
Total 1100 Regular Programs — Elementary / Secondary
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Elementary Secondary Federal Total
5,236,688.00 4,964,942.00 1,901,073.00 12,102,703.00
$5,236,688.00 $4,964,942.00 $1,901,073.00 $12,102,703.00
1,575,553.00 1,510.080,00 355,636.00 3,441,269.00
405,708.00 385,563 00 143 ,257.00 §34,528.00
1,325,084.,00 1,256 ,285.00 483,887.00 3,065,236.00
95,517.00 126,616.00 222 133.00
91,442.00 89,283.00 16,308.00 197,031.00
223,800.00 218,018.00 50,140.00 501,958.00
38,310,00 34,322.00 13,318.00 85,950.00
2.580.00 3,420.00 6,000.00
$3,757,974.00 $3,623,587,00 $1,072,544.00 $8,454,105.00
62.00 82.00 144.00
81,253.00 107,707.00 588,840.00 777,800.00
17,110.00 22,880.00 39,760.00
78,638.00 78,638.00

143,521.00 143,521.00

$98,4256.00 $130,468.00 $810,999.00 $1,038,893.00
22,073.00 29,260.00 51,333.00
$22,073.00 $29,260.00 ) $51,323.00
17,1568.00 17,158.00

25,462.00 33,752.00 59,214.00
23,505,154,00 7,623,670.00 31,628,824.00
§0,799.00 120,361.00 211,160.00
1,590.00 1,590.00

$24,021,415.00 $7,777,783.00 $18,748.00 $31,817,946.00
25,977.00 40,427.00 411,187.00 477,591.00
1,173.00 660.00 2,163.00
37,414.00 48,539.00 73,443.00 167,398.00
688,00 §12.00 1,600.00
$66,262.00 $88,868.00 $484,630.00 $638,750.00
19,793.00 26,237.00 611,061.00 657,091.00
$19,793.00 ' $26,237.00 $611,061.00 $657,091.00
$33,221,620.00 $16,641,146.00 $4,899,055.00 $54,761,821.00
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General Fund (10}
1110 Regular Programs

100 Personne] Services — Salaries
100 Personnel Services — Salarias

Total Personnel Services — Salaries

200 Personnel Services — Employee Benefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
240 Tuition Reimbursement
250 Unemployment Compensation
280 Workers’ Compensation
270 Group Insurance — Self-Insurance
280 Other Post-Employment Benefits (OPEB)

Total Persannel Services —~ Employee Benefits

o oo

300 Purchased Professional and Technical Services
322 Professional Educational Services - lus
323 Professional Educational Services — Other Educational Agencies
324 Professional Educational Services — Employee Training and Development Services
Total Purchased Professional and Technical Services
400 Purchased Property Services
440 Rentals
Total Purchased Property Services
500 Other Purchased Services
510 Student Transportation Services
561 Tuition To Other Schoo' Districts Within the State
582 Tuition To Pennsylvania Charter Schools
568 Tuition To Private Residential Rehabilitative Institutions (PRR1) [In-State] and Detention Centers
Total Other Purchased Services
600 Supplies
610 General Supplies
630 Food
640 Books and Pericdicals
650 Supplies & Fees — Technology Related
Total Supplies
700 Property
750 Equipment - Criginal and Additional
Total Property
Total 1110 Regular Programs
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Elementary

5,236,688.00
$5,236,688,00

1.575,653.00
405,708.00
1,325,064.00
95,517.00
91,442.00
223,800.00
38,310.00
2,580.00

$3,757,974.00

62.00
81,263.00
17,110.00

$98,425.00

22,073.00
$22,073.00

25,462.00
23,905,154.00
90,799.00

$24,021,415,00

25,977.00
1,173.00
37.414.00
888.00

$65,252.00

19,793.00
$19,793.00
$33,221,620.00

Secondary,

4,964,642.00
$4,964,942.00

1,510,080.00
385,563.00
1,286,285.00
126,616.00
89,283.00
218,018.00
34,322.00
3,420.00

$3,623,587.00

82.00
107,707.00
22,680.00

$130,469.00

29,260.00
$29,260.00

33,752.00
7,623,670.00
120,361.00

$7,777,783.00

40,427.00
990,00
46,539.00
©12.00

$88,868.00

26,237.00
$26,237.00
$16,641,146.00

Federal

1,801,073.00
$1,901,073.00

355,636.00
143,257.00
483,887,00

16,306.00

60,140.00
13,318.00

$1,072,544,00

1,280.00

$1,280.00

3,489.00

6,973.00

$10,462.00

527,5651.00
$527,551.00
$3,512,910.00

Page - 4 of 19

Total

12,102,703.00
$12,102,703.00

3,441,269.00
934,528.00
3,065,236.00
222,133.00
197,031.00
501,958.00
85,950.00
6,000.00

$8,454,105.00

144.00
188,960.00
39,790.00

$228,894.00

51,333.00
$51,333.00

1,280.00
59,214.00
31,528,824.00
211,160.00

$31,800,478.00

69,893.00
2,163.00
90,926.00
1,600.00

$164,582.00

373,581.00
$573,581.00
$53,375,676.00
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General Fund (10)
1190 Federally-Funded Regular Programs
300 Purchased Professional and Technical Services
323 Professional Educaticnal Services ~ Qther Educational Agencies

329 Professional Educaticnal Services — Other
330 Other Professional Services

Total Purchased Professional and Technical Services

500 Other Purchased Services
510 Student Transportaticn Services
591 Services Purchased Locally

Total Other Purchased Services

600 Supplies
610 General Supplies
640 Books and Pericdicals

Total Supplies

700 Property
750 Equipment — Original and Additional

Total Property
Total 1190 Federally-Funded Regular Programs
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Elementary Secondary Federal

588,840.00
78,638.00
143,521.00

$810,999.00

15,878.00
1,590.00

$17,468.00

407,698.00
56,470.00

$474,168.00

83,610.00
$83,610.00
$1,386,145.00
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Total

588,840.00
78,638.00
143,521.00

$810,999.00

16,878.00
1,890.00

$17,468.00

407,698.00
66,470.00

$474,168.00

83,510.00
$83,510.00
$1,386,145.00
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General Fund (10)
1200 Special Programs — Elementary / Secondary

100 Personne] Services — Salaries
100 Personnel Services — Salaries
Total Personnel Services — Salaries

200 Personnel Services — Employee Benefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
280 Workers' Compensation
270 Group Insurance — Self-Insurance
Total Personnel Services - Employee Benefits

300 Purchased Professional and Technical Services
322 Professional Educational Services — lus
323 Professional Educational Services ~ Other Educational Agencies
324 Professional Educational Services — Employee Training and Developmant Services
330 Other Professional Services

Total Purchased Professional and Technical Services

500 QOther Purchased Services
561 Tuition To Other School Districts Within the State
562 Tuition To Pennsylvania Charter Schools
563 Tuition To Nenpublic Schools
567 Tuition To Approved Private Schools (APS) and PA Chartered Schools for the Deaf and Blind
568 Tuition To Private Residential Rehabilitative Institutions (PRRI) [In-State] and Detention Centers
569 Tuition — Other
580 Travel
591 Services Purchased Locally

Total Other Purchased Services
600 Supplies
610 General Supplies
630 Food
640 Books and Paricdicals
650 Supplies & Fees — Technology Related
Total Supplies
800 Other Objects
810 Dues and Fees
820 Claims and Judgments Against the LEA
890 Miscellaneous Expenditures
Total Other Objects

Total 1200 Special Programs — Elementary / Secondary
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Elementary Secondary Federal Jotal
2,348,471.00 1,391,526.00 10,781.00 3,760,778.00
$2,348,471,00 $1,391,526.00 $10,781.00 $3,750,778.00
751,492.00 448,281.00 283,00 1,200,066.00
182,646.00 109,033.00 331.00 292,010.00
609,626.00 371,601.00 926.00 ©82,453.00
42,801.00 26,C65.00 68,866.00
106,343.00 64,857.00 26.00 171,026.00
18,301.00 9,816.00 10.00 28,127.00
$1,711,208.00 $1,029,753.00 $1,586.00 $2,742,548.00
680,847.00 902,579.00 1.606,587.00 3,189,953.00
3,565.00 4,725.00 8,280.00
2,037.00 2,700.00 4,737.00
535,875.00 710,348.00 148,113.00 1,384,334.00
$1,222,324.00 $1,620,290.00 $1,754,700.00 $4,597,314.00
74,541.00 98,810.00 173,351.00
17,945,906.00 5,723,186.00 283,689,092.00
72,703.00 96,374.00 30,877.00 188,854.00
836,732.00 1,109,167.00 337,642.00 2,283,531.00
34,959,00 46,341.00 178.551.00 268,851.00
2,365.00 3,135.00 5,500.00
928.00 1,231.00 3,681.00 5,840.00

97.00 128.00 225.00
$18,968,231.00 $7,078,362.00 $550,751.00 $26,597,344.00
19,652.00 26,050.00 51.00 45,753.00
124.00 164.00 288.00
11,463.00 15,195.00 26,658,00
5,656.00 7,498.00 13,154.00
$36,895.00 $48,907.00 $51.00 $85,853.00
4,450.00 5,898.00 10,348.00
33,606.00 44,549.00 78,165.00
189.00 250.00 439.00
$38,245.00 $50,697.00 $88,842.00
$24,325,375.00 $11,219,535.00 $2,317,869.00 $37,862,779.00
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General Fund {10}

1240 Academic Support Elementary Secondary Federal Total
100 Personnel Services - Salaries
100 Personnel Services — Salaries 78,849.00 78,848.00
Total Personnel Services — Salaries $78,849.00 $78,849.00
200 Personnel Seryices — Employee Benefits
210 Group Insurance — Contracted Provider 8.120.00 8,120.00
220 Sodcial Security Contributions 6,032.00 6,032.00
230 PSERS Retirement Contributions 20,375.00 20,375.00
250 Unemployment Compensation 710.00 710.00
260 Workers’ Compensation 2,602.00 2,602.00
270 Group Insurance — Self-Insurance 252.00 252.00
Total Persannel Services — Employee Benefits $38,091.00 $38,091.00
Total 1240 Academic Support $116,940.00 $116,940.00
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General Fund (10)

1243 Gifted Support Elementary Secondary Eederal Total
100 Personnel Services — Salaries
100 Personnel Services — Salaries 78,849.00 78,849.00
Total Personnel Services - Salaries $78,849.00 $78,849.00
200 Personngl Services - Employee Benefits
210 Group Insurance - Contractad Provider 8,120.00 8,120.00
220 Social Security Contribusions 6,032.00 6,032.00
230 PSERS Retirement Conributions 20,375.00 20,375.00
250 Unemployment Compensation 71C.00 710.00
260 Workers' Compensation 2,602.00 2,602.00
270 Group Insurance — Self-Insurance 252.00 252.00
Total Personnel Services - Employee Benefits $38,091.00 $38,091.00
Total 1243 Gifted Support $116,940.00 $116,940.00
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General Fund (10)
1290 Special Programs - Other Support

100 Personnel Services — Salaries
100 Personnel Services - Salaries

Total Personnel Services — Salaries

200 Personnel Services — Employee Benefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
260 Workers' Compensation
270 Group Insurance — Salf-Insurance

Total Personnel Services ~ Employee Benefits

300 Purchased Professional and Technical Services
322 Professional Educational Services — lus
323 Professional Educational Services — Other Educational Agencies
324 Professional Educational Services — Employee Training and Development Services
330 Qther Professional Services
Total Purchased Professional and Technical Services

500 Other Purchased Services
561 Tultion To Other School Districts Within the Staie
562 Tuition To Pennsylvania Charter Schools
563 Tuitien To Nenpublic Schools
567 Tuition Te Approved Private Schools (APS) and PA Charterea Schools for the Deaf and Blind

For e

568 Tuition To Private Residential Rehabilitative Institutions (PRRI) [In-State] and Detention Centers

569 Tuition — Other
580 Travel
531 Services Purchased Locally

Total Other Purchased Services
600 Supplies
810 General Supplies
630 Food
640 Books and Periodicals
850 Supplies & Fees — Technology Related
Total Supplies
800 Other Objects
810 Dues and Fees
820 Claims and Judgments Against the LEA
890 Miscellaneous Expenditures
Total Other Objects

Total 1290 Special Programs - Other Support
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Elementary

2,348,471.00
$2,348,471.00

751,492.00
182,646.00
609,626.00
42,801.00
108,343.00
18,301.00

$1,711,209.00

680,847.00
3,565.00
2,037.00

535,875.00

$1,222,324.00

74,541.00

17 945,906.00
72,703.00
836,732.00
34,859.00
2,365.00
928.00

97.00

$18,968,231.00

19,652.00
124.00
11,463.00
5,656.00

$36,895.00

4,450.00
33,606.00
189.00

$38,245.00
$24,325,375.00

Secondary

1,312,677.00
$1,312,677.00

440,161.00
103,001.00
351,526.00
25,355.00
62,065.00
9,564 .00

$991,662.00

902,519.00
4,725.00
2,700.00

710,346.00

$1,620,290.00

98.810.00
5,723,186.00
96,374.00
1,109,157.00
46,341.00
3,135.00
1,231.00
128.00

$7,078,362.00

26,060.00
164.00
18,195.00
7,498.00

$48,907.00

5,898.00
44,549.00
250.00

$50,697.00
$11,102,595.00

Federal

10,781.00
$10,781.00

293.00
331.00
926.00

26.00
10.00
$1,586.00

1,606,687.00

148,113.00
$1,754,700.00

30,877.00
337 ,642.00
178,5651.00

3,681.00

$550,751.00

51.00

$51.00

$2,317,869.00
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Total

3,671,829.00
$3,671,929.00

1,191,946.00
285,978.00
962,078.00
68,156.00
168,424.00
27,876.00

$2,704,457.00

3,188,963.00
8,290.00
4,737.00
1,384,334.00

$4,697,314.00

173,351.00
23,669,092.00
199,954 00
2,283,531.00
250,851.00
5,500.00
5,840.00
225.00

$26,597,344.00

45,753.00

288.00
26,658.00
13,154.00

$85,853.00

10,348.00
78,155.00
439.00

$88,942.00
$37,745,839.00
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General Fund (10)
1300 Vocational Education
100 Personnel Services — Salaries
100 Personnel Services — Salaries
Total Personnel Services — Salaries
200 Personnel Services — Employee Benefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
260 Workers' Compensation
270 Group Insurance — Self-Insurance
Total Personnel Services ~ Employee Benefits
400 Purchased Property Services
430 Repairs and Maintenance Services
Total Purchased Property Services
500 Other Purchased Services
510 Student Transportation Services
561 Tuition To Other School Districts Within the State
580 Travel
Total Other Purchased Services
6800 Supplies
610 General Supplies
640 Books and Periodicals
850 Supplies & Fees — Technology Related
Total Supplies
700 Property
750 Equipment - Original and Additional
Total Property
800 QOther Objects
810 Dues and Fees
880 Miscellaneous Expenditures

Total Cther Objects
Total 1300 Vocational Education

Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary Secondary

302,473.00
$302,473,00

93,122.00
23,138.00
76,365.00
5,340.00
13,286.00
2,180.00

$213,432.00

(7,864.00)
($7,864.00)

3,00C.00
152,553.00
942.00

$156,495.00

37,386.00
38,577.00
10,232.00

$86,195,00

5,079.00
$5,079.00

(1,851.00)
700.00
{$1,151.00)
$754,659.00

Page 38

Federal

110,930.00
$110,920.00

10,750.00
8,487.00
28,665.00

$47,902.00

2,272.00

1,660.00
$3,922.00

4,816.00

$4,915.00

1,350.00
$1,350.00
$169,019.00
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Total

413,403.00
$413,403.00

103,872.00
31,626.00
106,030.00
5,340.00
13,286.00
2,180.00

$261,334.00

(7,864.00)
($7,864.00)

5,272.00
162,553.00
2,592.00

$160,417.00

42,301.00
38,577.00
10,232.00

$91,110.00

5,079.00
$5,079.00

(1,851.00)
2,050,00

$199.00
$923,678.00
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General Fund {10)
1400 Other instructional Programs — Elementary / Secondary

100 Personnel Services — Salaries
100 Personnel Services — Salaries

Total Personne! Services ~ Salaries

200 Personnel Services — Employee Benefits
210 Group Insurance - Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
260 Workers' Compensation
270 Group Insurance — Self-Insurance

Total Personnel Services — Employae Benefits

300 Purchased Professional and Technical Services
322 Professional Educational Services — Other Educational Agencies

Total Purchased Professional and Technical Services

500 Other Purchased Services
561 Tuition To Other School Districts Within the State

Total Other Purchased Services
Total 1400 Other Instructional Programs — Elementary / Secondary
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Elementa[y

4,445.00
$4,445.00

1,368.00
340.00
1,122.00
78.00
196.00
32.00

$3,135.00

5,106.00
$5,106.00

135,242.00
$135,242.00
$147,928.00

Secondary

7¢,538.00
$79,539.00

24,596.00
6,084.00
20,095.00
1,410.00
3,509.00
57500

$56,269.00

886,768.00
$886,768.00

179,274.00
$179,274.00
$1,201,850.00
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Eederal Total

83,984.00
$83,984.00

25,864.00
6,424.00
21,217.00
1,488.00
3,704.00
607.00

$59,404.00

5,328.00 8§7,200.00
$5,326.00 $897,200.00

314,516.00
$314,516.00
$5,326.00 $1,3565,104.00
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General Fund (10)

1430 Homebound Instruction Elementary Secondary Federal Total
100 Personnel Services — Salaries
100 Personnel Services — Salaries 4,445.00 5,892.00 10,387.00
Total Personnel Services — Salaries $4,445.00 $5,892.00 $10,337.00
200 Personnel Services — Empiovee Benefits
210 Group Insurance — Contracted Provider 1,388.00 1,814.00 3,182.00
220 Sgcial Security Contributions 340.00 451.00 791.00
230 PSERS Retirement Contributions 1,122.00 1,488.00 2,610.00
250 Unempioyment Compensation 78.00 104,00 182.00
260 Workers' Compensation 195.00 259.00 454.00
270 Group Insurance — Self-Insurance 32.00 42.00 74.00
Total Personnel Services — Employee Benefits $3,135,00 $4,158.00 $7,293.00
Total 1430 Homebound Instruction $7,580.00 $10,050.00 $17,630.00
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General Fund (10)
1440 Alternative Regular Education Programs

100 Personnel Services — Salaries
100 Personnel Services - Salaries
Total Personnel Services ~ Salaries
200 Personnel Services — Employee Benefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unempioyment Compensation
260 Workers' Campensation
270 Group Insurance — Self-Insurance
Total Personnel Services — Employee Benefits

300 Purchased Professional and Technical Services
323 Professional Educational Services — Other Educational Agencies

Total Purchased Professional and Technical Services

500 Other Purchased Services
561 Tuition To Other School Districts Within the State

Total Other Purchased Services
Total 1440 Alternative Regular Education Programs
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary

135,242.0G
$135,242.00
$135,242.00

Secondary

73,647.00
$73,647.00

22,782.00
5,533.00
18,607.00
1,306.00
3,260.00
533.00

$52,111.00

880,000.00
$880,000.00

179,274.00
$179,274.00
$1,185,032.00

Eederal
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Total

73,647.00
$73,647.00

22782.00
5,633.00
18,607.00
1,306.00
3,260.00
533.00

$52,111.00

880,000.00
$880,000.00

314,516.00
$314,516.00
$1,320,274.00



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)
LEA : 125231232  Chester-Upland SD

Printed 1/19/2017 3:35:37 PM Page - 14 of 19
General Fund (10)

1441 Adjudicated / Court-Placed Programs Elementary Secondary
500 Other Purchased Services

Federal Total

581 Tuition To Cther School Districts Within the State 135,242.00 179,274.00 314,516,00
Total Other Purchased Services $135,242.00 $179,274.00 $314,516.00
Total 1441 Adjudicated / Court-Placed Programs $135,242.00 $179,274.00 $314,516.00
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Printed 1/19/2017 3:35:37 PM Page - 15 of 18

General Fund (10)

1442 Alternative Education Programs Elementary Secondary Federal Total
100 Personnel Services — Salaries
100 Personnel Services — Salaries 73,647.00 73,647.00
Total Personnel Services — Salaries $73,647.00 $73,647.00
200 Personnel Services - Employee Benefits
210 Group Insurance — Contracted Provider 22,782.00 22,782.00
220 Social Security Contributions 5,633.00 5,633.00
230 PSERS Retirement Contributions 18,607.00 18,607.00
250 Unemployment Compensation 1,306.00 1,306.00
260 Workers' Compensation 3,250.00 3,250.00
270 Group insurance — Self-Insurance 533.00 533.00
Total Personnel Services - Employee Benefits $52,111.00 $52,111.00
300 Purchased Professional and Technical Services
323 Professional Educational Services — Other Educational Agencies 880,000.00 880,000.00
Total Purchased Professional and Technical Services $880,000.00 $880,000.00
Total 1442 Altemative Education Programs $1,005,758.00 $1,005,758.00
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2015.2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End
LEA : 125231232  Chester-Upland SD
Printed 1/19/2017 3:35:37 PM

General Fund (10)
1450 Instructional Programs Outside the Established School Day

300 Purchased Professional and Technical Services
323 Professional Educational Services — Other Educational Agencies
Total Purchased Professional and Technical Services

Total 1450 Instructional Programs Outside the Established School Day
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary

5,106,00
$5,106.00
$5,106.00

Secondary

6,768.00
$6,768,00
$6,768.00

Federal

5,326.00
$5,326.00
$5,326.00
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Total

17,200.00
$17,200.00
$17,200,00



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)
LEA : 125231232  Chester-Upland SD
Printed 1/19/2017 3:35:37 PM Page - 17 of 19

General Fund (10}

41500 Nonpublic School Programs Elementary Secondary Federal Total
300 Purchased Professional and Technical Services
323 Professional Educational Services — Other Educational Agencies 35,971.00
Total Purchased Professional and Technical Services $35,971.00
Total 1500 Nonpublic School Programs $35,971.00
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2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End

LEA : 125231232  Chester-Upland SD
Printed 1/19/2017 3:35:37 PM

General Fund (10)
1800 Pre-Kindergarten
100 Personne! Services — Salaries
100 Personnel Services — Salaries
Total Personnel Services — Salaries
200 Persannel Services — Employee Benefits
210 Group Insurance — Gontracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
2560 Unemployment Campensaticn
260 Workers' Compensation
270 Group Insurance — Seff-Insurance

Total Persannel Services — Employee Benefits

600 Supplies
810 General Supplies
630 Food

Total Supplies
Total 1800 Pre-Kindergarten
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary

Secondary

Federal

Page - 18 of 19

Total

496,102.00
$495,102.00

128,435.00
37,875.00
127,934.00
4,246.00
16,207.00
6,300.00

$320,997.00

5,249 00
23,840.00
$29,089,00
$845,188,00



2016-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

LEA : 126231232  Chester-Upland SD
Printed 1/19/2017 3:35:37 PM Page - 19 0f 18

General Fund (10)
1801 Pre-K Instruction Eiementary Secondary Federal Total

100 Personnel Services — Salaries

100 Personnel Services - Salaries 495,102.00
Total Personnel Services — Salaries $495,102.00
200 Personne! Services — Employee Benefits

210 Group Insurance ~ Contracted Provider 128,435.00

220 Social Security Contributions 37,875.00

230 PSERS Retirement Contributions 127,934.00

250 Unemployment Compensation 4,246.00

260 Workers' Compensation 16,207.00

6,300.00

270 Group Insurance - Self-Insurance

Total Personnel Services — Employee Benefits $320,997.00

600 Supplies
610 General Supplies 5,248.00
630 Food 23,840.00
Total Supplies $29,089.00
$845,188.00

Total 1801 Pre-K Instruction
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2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End
LEA : 128231232  Chester-Upland SD
Printed 1/19/2017 3:35:39 PM

General Fund (10}
2000 Suppeort Services

100 Personne] Services — Salaries
100 Personnel Services — Salaries

Total Personnel Services — Salaries

200 Personnel Services — Employee Benefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
280 Workers’ Compensaticn
270 Group Insurance — Self-Insurance

Total Personnel Services — Employee Benefits

300 Purchased Professional and Technical Services
310 Official / Administrative Services
322 Professional Educational Services — us
323 Professional Educational Services ~ Other Educational Agencies

324 Professional Educational Services — Employee Training and Developrent Services

329 Professional Educational Services — Other
330 Other Professional Services
340 Technical Services

Total Purchased Professional and Technical Services

400 Purchased Property Services
410 Cleaning Services
420 Utity Services
430 Repairs and Maintenance Services
440 Rentals
490 Other Purchased Propsrty Services
Total Purchased Property Services

500 Other Purchased Services
513 Contracted Carriers
516 Student Transportation Services From the IU
520 Insurance - General
522 Automotive Liability Insurance
523 General Property and Liability Insurance
530 Communications
541 Advertising Related to Federal Grant Awards
549 Orher Advertising/Public Relations
580 Travel
591 Services Purchased Locally
595 JU Payments By Withholding
599 Orher Miscellaneous Furchased Services

=

Total Other Purchased Services

600 Supplies
610 General Supplies
620 Energy
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Page - 10f 44

Total

7.686,43%.00
$7,586,439.00

2,320,281.00
5654,231.00
1,921,513.00
134,898.00
329,673.00
58,336.00

$5,318,932.00

90,950.00
214,510.00
303,679.00
225,064.00

41,850.00

2,184,563.00

13,913.00

$3,074,529.00

138,822.00
793,505.00
269,152.00
£5,614.00
1,930.00

$1,259,023.00

3,463,347.00
19,230.00
2,971.00
174,204.00
475,253.00
127,578.00
7,223.00
457.00
12,722.00
60,355.00
24,262.00
8,041.00

$4,373,643.00

386,669,00
290,776.00
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LEA : 125231232  Chester-Upland 5D
Printed 1/1€/2017 3:35:38 PM Page - 2 of 44

General Fund (10)

2000 Support Services Total

600 Supplies

630 Food 8,503.00

640 Books and Periodicals 368,977.00
Total Supplies $1,054,925.00
700 Property i

750 Equipment — Qriginal and Additional 245,303.00
Total Property $245,303.00
800 Other Objects

810 Dues and Fees 53,122.00

820 Claims and Judgments Against the LEA 107,650.00

890 Miscellaneous Expenditures 32.00
Total Other Objects $160,804.00

Total 2000 Support Services $23,073,598.00
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2015-2016 PDE-2057 Annual Financial Report - 06/20/2016 Fiscal Year End
LEA : 125231232  Chester-Upland SD
Printed 1/19/2017 3:35:39 PM

General Fund (10)
2100 Support Services — Students
100 Personnel Services — Salaries
100 Personnel Services — Salaries
Total Personnel Services — Salaries
200 Personnel Services — Employee Benefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compersation
260 Workers' Compensation
270 Group Insurance ~ Self-insurance

Total Personnel Services — Employee Benefits

300 Purchased Professional and Technical Services
330 Other Professional Services
Total Purchased Professional and Technical Services

400 Purchased Property Services
430 Repairs and Maintenance Services

Total Purchased Property Services

500 Other Purchased Services
580 Travel

Total Other Purchased Services

600 Supplies
610 General Supplies

Total Supplies
Total 2100 Support Services — Students
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary

81,781.00
$81,781.00

25,177.00
6,202.00
20,648.00
1,444.00
3,592.00
589.00

$57,652.00

$139,433.00

Secondary

182,762.00
$182,792.00

56,272.00
13,911.00
46,149.00

3,226.00
8,029.00
1,317.00
$128,904,00

$311,696.00

Federal

124353.00
$124,353.00

27,915.00
9,018.00
30,460.00
1,047.00
3,881.00
1,008.00

$73,329.00

$197,682.00
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Total

1,176,405.00
$1,176,405.00

354,101.00
90,013.00
297,744.00
18,753.00
50,421.00
8,644.00

$820,676.00

115.00
$115.00

57,972.00
$57,972.00

119.00
$119.00

548.00
$548.00
$2,065,835.00
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LEA : 125231232  Chester-Upland SD
Printed 1/19/2017 3:35:39 PM Page - 4 of 44

General Fund (10)

2120 Guidance Services Elementary Secondary Eederal Total
100 Personnel Services — Salaries
100 Personnel Services — Salaries 14,074.00 B3,858.00 98,032.00
Total Personnel Services — Salaries $14,074.00 $83,953.00 $98,032.00
200 Personnel Services — Employee Benefits
210 Group Insurance — Contracted Provider 4,335.00 25,848.00 30,183.00
220 Social Security Contributions 1,077.00 B,423.00 7.500.00
230 PSERS Retirement Contributions 3,564,00 21,197.00 24,751.00
250 Unemployment Compensation 249.00 1,482.00 1,731.00
260 Workers' Compensation 619.00 3,688.00 4,307.00
270 Group Insurance — Self-Insurance 101.00 6505.00 706.00
Total Personnel Services — Employee Benefits $9,935.00 $59,243.00 $69,178.00
Total 2120 Guidance Services $24,009.00 $143,201.00 $167,210.00
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2015-2016 PDE-2057 Annual Financial Report - 06/30/2018 Fiscal Year End
LEA : 125231232  Chester-Upland SD
Printed 1/19/2017 3:35:39 PM

General Fund (10)
2140 Psychological Services
100 Personnel Services — Salaries
100 Personnel Services — Saiaries
Total Personnel Services — Salaries
200 Personne! Services - Employee Benefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
2680 Workers’ Compensation
270 Group Insurance — Self-Insurance

Total Personnel Services — Employee Benefits
Total 2140 Psychalogical Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary

38,080.00
$38,080.00

11,722.00
2,913.00
9,614.00

672.00
1,672.00
274.00
$26,867.00

$64,947,00

Secondary

58,551.00
$69,561.00

18,335.00
4,556,00
15,037,00
1,051.00
2,616.00
42900
$42,024.00

$101,585.00

Federal
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Total

97,641.00
$87,641.00

30,057.00
7,469.00
24,651.00
1,723.00
4,288.00
703.00
$68,391.00

$166,632.00



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End

LEA : 125231232 Chester-Upland $D
Printed 1/19/2017 3:35:39 PM

General Fund (10)
2160 Social Work Services

100 Personnel Services — Salaries
100 Personnel Services — Salaries
Total Personnel Services — Salaries

200 Personnel Services — Employee Benefits

21C
220
230
250

Group Insurance —~ Contracted Provider
Social Security Contributions

PSERS Retirernent Contributions
nemployment Compensation

260 Workers’ Compensation
270 Group insurance — Self-Insurance

Total Personnel Services — Employee Benefits
Total 2160 Social Work Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary Secondary Federal

124,353.00
$124,353.00

27,915.00
9,018.00
30,460.00
1,047.00
3,881.00
1,008.00
$73,329.00

$197,682.00
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Total

871,300.00
$871,300.00

260,175.00
6,799.00
220,714.00
14,367.00
37,020.00
6,446.00
$605,521.00

$1,476,821.00



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End

LEA : 125231232  Chester-Upland SD
Printed 1/18/2017 3:35:39 PM

General Fund (10)
2170 Student Accounting Services
100 Persgnnel Services — Salaries
100 Personnel Services — Salaries
Total Personnel Services — Salaries
200 Personnel Services — Employee Benefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
260 Waorkers' Compensation
270 Group Insurance - Self-Insurance
Total Personnel Services - Employee Benefits
300 Purchased Professional and Technical Services
330 Other Professional Services
Total Purchased Professional and Technical Services

400 Pyrchased Property Services
430 Repairs and Maintenance Services

Total Purchased Property Services

500 Other Purchased Services
580 Travel

Total Other Purchased Services

600 Supplies
810 General Supplies

Total Supplies
Total 2170 Student Accounting Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary

Secondary

Eederal

Page - 7of44

Total

40,632.00
$40,532.00

12,477.00
2,101.00
10,233.00
718.00
1,780.00
292.00

$28,599.00

115.00
$115.00

57,972.00
$57,972.00

118.00
$119.00

548.00
$548.00
$127,885.00



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End
LEA : 125231232  Chester-Upland SD
Printed 1/19/2017 3:35:39 PM

General Fund {10)
2190 Other Student Services
100 Persannel Services — Salaries
100 Personnel Services — Salaries
Total Personnel Services ~ Salaries
200 Personnei Services —~ Employee Bepefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
260 Workers' Compensation
270 Group Insurance — Self-Insurance

Total Personnel Services — Employee Benefits
Total 2190 Other Student Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Page - 8 of 44

Elementary Secondary FEederal Total
29,627.00 39,273.00 68,500.00
$29,627.00 $39,273.00 $68,900,00
9,120.00 12,089.00 21,209.00
2,212.00 2,9382.00 5,144.00
7,480.00 9,915.00 17,385.00
523.00 £93.00 1,216.00
1,301.00 1,725.00 3,026.00
214.00 283.00 497.00
$20,850.00 $27,637.00 $48,487.00
$50,477.00 $66,910.00 $117,387.00



20115-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End
LEA : 125231232  Chester-Upland §D
Printed 1/19/2017 3:35:39 PM

General Fund (10)
2200 Support Services — Instructional Staff

100 Personnel Services — Salarigs
100 Personnel Services - Salaries

Total Personnel Services — Salaries

200 Personnel Services — Employee Benefits
210 Group insurance — Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemploymeant Compensation
260 Workers’ Compensation
270 Group Insurance — Self-insurance
Total Personnel Services - Employee Benefits

300 Purchased Professional and Technical Services
322 Professional Educational Services — lus
323 Professional Educational Services — Other Educational Agencies
324 Professional Educational Services — Employee Training and Development Services
330 Other Professional Services

Total Purchased Professional and Technical Services
400 Purchased Property Services
430 Repairs and Maintenance Services
Total Purchased Property Services
500 Other Purchased Services
580 Travel
Total Other Purchased Services
6800 Supplies

610 General Supplies
640 Books and Periodicals

Total Supplies

700 Property
750 Equipment — Criginal and Adcitional

Total Property
Total 2200 Support Services - Instructional Staff
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary

378,376.00
$378,376.00

125,423.00
31,448.00
114,854.00
9.241.00
18,863.00
3,189.00

$303,018.00

16,826.00
21,691.00
20,540.00

5,986.00

$65,043.00

2,773.00
$2,773.00

644.00
$644.00

13,402.00
145,803.00

$159,205.00

106,480.00
$105,480.00
$1,014,539.00

Secondary

434,913.00
$434,912,00

145,741.00
36,334.00
135,420.00
11,072.00
22,078.00
3,923.00

$354,568.00

22,305.00
28,753.00
27,227.00

7,934.00

$86,219.00

3,676.00
$3,676.00

855.00
$855.00

17,765.00
223,174.00

$240,939.00

139,823.00
$139,823.00
$1,260,993.00

Federal

303,510.00
$303,510.00

11,235.00
8,852.00
28,231.00

793.00

2,543.00
$51,754.00

253,236.00
152,797.00
996,941.00

$1,402,973.00

4,521.00
$4,521.00

59,887.00

$59,967.00

$1,822,725.00
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Total

1.116,798.00
$1,116,799.00

282,399.00
76,634.00
278,505.00
£0,313.00
41,734.00
9,755.00

$709,340.00

39,131.00
303,679.00
200,564.00

1,010,861.00

$1,654,235.00

6,449.00
$6,449,00

6,020.00
$6,020.00

91,134.00
368,977.00

$460,111.00

245,303.00
$245,303.00
$4,098,257.00
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General Fund (10)

2220 Technology Support Services Elementary Secondary Federal Total

100 Personnel Services — Salaries

100 Personnel Services — Salaries 21,500.00 28,500.00 50,000.00
Total Personnel Services — Salaries $21,500.00 $28,500.00 $50,000.00
200 Personnel Services — Employee Benefits

210 Group Insurance — Contracted Provider 6,618.00 B,773.00 15,391.00

220 Sacial Security Contributions 1,645.00 2,180.00 3,826.00

230 PSERS Retirement Contributions 5,428.00 7,185.00 12,623.00

250 Unemployment Compensation 380.00 503.00 883.00

260 Workers' Compensation 944.00 1,252.00 2,166.00

270 Group Insurance — Self-insurance 165.00 205.00 360.00
Total Personnel Services — Employge Benefits $15,170.00 $20,108.00 $35,278.00
300 Purchased Professional and Technical Services

322 Professional Educational Services — Jus 16,826.00 22,305.00 39,131.00
Total Purchased Professional and Technical Services $16,826.00 $22,305.00 $39,131.00
400 Purchased Property Services

430 Repairs and Maintenance Services 2,773.00 3,676.00 6,449.00
Total Purchased Property Services $2,773.00 $3,676.00 $6,449.00
600 Supplies

610 General Supplies 13,032.00 17,275.00 30,307.00
Total Supplies $13,032.00 $17,275.00 $30,307.00
700 Property

750 Equipment —~ Qriginal and Additienal 105,480.00 138,823.00 245,303,00
Total Property $105,480.00 $139,823,00 $245,303.00

Totat 2220 Technology Support Services $174,781.00 $231,687.00 $406,468.00
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LEA : 125231232  Chester-Upiand SD
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General Fund (10)
2240 Computer-Assisted Instruction Support Services
100 Personnel Services — Salaries
100 Fersonrel Senvices — Salaries
Total Personnel Services - Salaries
200 Persannel Services -~ Employee Benefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
230 FSERE Retirement Contributions
250 Unemployment Compensaticn
260 Workers’ Compensation
270 Group Insurance — Self-insurance
Total Personnel Services — Employee Benefits

Total 2240 Computer-Assisted Instruction Support Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary

58,812.00
$58,812.00

18,104.00
4,448.00
14,848.00
1,038.00
2,583.00
424.00
$41,445.00

$100,257.00

Secondary

77,961.00
$77,961.00

23,9$9.00
5,857.00
19,682.00
1,376.00
3,424.00
562,00
$54,940,00

$132,901.00

Federal
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Total

136,773.00
$136,773.00

42,103.00
10,345.00
34,530.00
2,414.00
6,007.00
986.00
$96,385.00

$233,158.00
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General Fund (10}

2250 Schoal Library Services Elementary Secondary Eederal Total
100 Personnel Services — Salaries
100 Personnel Services — Salaries 22,356.00 86,383.00 108,738.00
Total Personnel Services — Salaries $22,356.00 $86,383.00 $108,739.00
200 Personnel Services — Employee Benefits
210 Group Insurance — Contracted Provider 6,882.00 26,591.00 33,473.00
220 Social Sacurity Contributions 1,710.00 6,608.00 8,318.00
230 PSERS Retirement Centributions 5,644.00 21,809.00 27,453.00
250 Unemployment Cormpensation 395.00 1,625.00 1,8620.00
260 Workers’ Compensation 982.00 3,794.00 4,776.00
270 Group Insurance — Self-Insurance 161.00 523.00 784.00
Total Personnel Services — Employee Benefits $15,774.00 $60,850.00 $76,724.00
Total 2260 School Library Services $38,130.00 $147,333.00 $185,463.00
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Printed 1/19/2017 3:35:39 PM

General Fund (10)
2260 Instruction and Curriculum Development Services

100 Personnel Sgrvices — Salaries
100 Personnel Services — Salaries

Total Personnel Services — Salaries
200 Personne| Services — Employee Benefits
210 Group Irsurance — Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
260 Workers' Compensation
270 Group Insurance — Self-Insurance
Total Persannel Services ~ Employee Benefits
300 Purchased Professional and Technical Services
324 Professional Educational Services — Employee Training and Development Services
Total Purchased Professional and Technical Services
500 Other Purchased Services
580 Travel
Total Other Purchased Services
600 Supplies
810 General Supplies
640 Books and Periodicals

Total Supplies

Total 2260 Instruction and Curriculum Development Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary

178,620.00
$178,620.00

63,933.00
16,026.00
64,423.00
5,714.00
10,090.00
1,825.00

$162,011.00

156.00
$156.00

398.00
$398.00

370.00
148,803.00

$146,173.00
$487,358.00

Secondary

242,068.00
$242,069.00

86,378.00
21,648.00
86,734.00
7,668.00
13,608.00
2,457.00

$218,494.00

207.00
$207.00

528.00
$528.00

4€0.00
223,174.00
$223,664.00

$684,962.00

Federal

303,510.00
$303,510.00

11,235.00
8,852.00
28,231.00

793.00
2,643.00

$51,754.00

$355,264.00
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Total

724,199.00
$724,199.00

161,546.00
45,527.00
179,388.00
13,382.00
24,491.00
6,925.00

$432,259.00

363.00
$363,00

926.00
$926.00

860.00
368,977.00

$369,837.00
$1,527,584.00
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Printed 1/19/2017 3:35:39 PM

General Fund (10)
2270 Instructional Staff Professional Development Services
300 Purchased Professional and Technical Services
323 Professicnal Educaticnal Services — Other Educational Agencies
324 Professional Educational Services — Employee Training and Devsiopment Services
330 Qther Professional Services

Total Purchased Professional and Technical Services

500 Other Purchased Services
580 Travel

Total Other Purchased Services

600 Supplies
610 General Supplies
Total Supplies

Total 2270 Instructional Staff Professional Development Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary

21,691.00
20,384.00
5,986.00

$48,061.00

246.00
$246.00

$48,307.00

Secondary

28.753.00
27,020.00
7.934.00

$63,707.00

327.00
$327.00

$64,034.00

Federal

253,235.00
152,797.00
822,945.00

$1,228,977.00

4,521.00
$4,521.00

59,967.00
$69,967.00
$1,293,465.00
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Total

303,679.00
200,201.00
836,865.00

$1,340,745.00

5,004.00
$5,094,00

£9,667.00
$59,967.00
$1,406,806.00
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Page - 15 of 44
General Fund {10)

2280 Nonpublic Support Services

Elementary Secondary Federal Total

300 Purchased Professional and Technical Services
330 Other Professional Services 173,996.00 173,996.00
Total Purchased Professional and Technical Services $173,996.00 $173,996.00
Total 2280 Nonpublic Support Services $172,996.00 $173,996.00
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General Fund {10)
2290 Other Instructional Staff Services

100 Personnel Services — Salaries
100 Personnei Services — Salaries

Total Personnel Services — Salaries

200 Personnel Services — Emplovee Benefits
210 Group Insurance — Gontracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
260 Workers’ Compensation
270 Group Insurance — Self-Insurance

Total Personnel Services — Employee Benefits
Total 2290 Other Instructional Staff Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)
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Elementary. Secondary Eederal Total
97,088.00 97,088.00
$97,088.00 $97,088.00
29,886.00 26,886.00
7.619.00 7,619.00
24,511.00 24,511.00
1,714.00 1,714.00
4,264.00 4,264.00
624.00 76.00 700.00
$68,618.00 . $76.00 $68,694.00
$165,706.00 $76.00 $165,782.00
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General Fund (10}
2300 Support Services — Administration

100 Personnel Services — Salaries
100 Personnel Services — Salaries

Total Personnel Services — Salaries

200 Personnel Services — Employee Benefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
280 Workers' Compensation
270 Group Insurance — Self-Insurance
Total Personnel Services - Employee Benefits

300 Purchased Professional and Technical Services
310 Official / Administrative Services
329 Professional Educational Services — Other
330 Cther Professional Services

Total Purchased Professional and Technical Services
500 Other Purchased Services
520 Insurance — General
530 Communications
541 Advertising Related to Federal Grant Awards
580 Travel
591 Services Purchased Locally
Total Other Purchased Services
600 Supplies

610 General Supplies
630 Food

Total Supplies

800 Qther Objects
810 Dues and Fees
820 Claims and Judgments Against the LEA
890 Miscellaneous Expenditures

Total Other Objects
Total 2300 Support Services — Administration

Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary

621,848,00
$621,848,00

229,742.00
46,837.00
184,791.00
12,979.00
32,292.00
5,792.00

$512,433.00

(5.00)
{85.00)
186.00

523.00
$709.00

$1.134,985.00
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Secondary

594,211.00
$594,211.00

146,901.00
44,353.00
122,385.00
8,563.00
21,304.00
3,004.00

$345,510.00

34,810.00

$34,810.00

(8.00)
($6.00)
476.00

3,174.00
$3,650.00

$978,175.00

Eederal
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Total

2,094,005.00
$2,094,005.00

647,718.00
146,777.00
528,923.00
37,065.00
92,192.00
15,130.00

$1,467,795.00

90,850.00
41,850.00
585,757.00

$718,557.00

2,971.00
1,828.00
7,223.00

639.00
2,250.00

$14,911.00

3,979.00
8,129.00

$12,108.00

14,101.00
107,650.00
32.00

$121,783.00
$4,429,159.00
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General Fund (10)

2310 Board Services Elementary Secondary Federal Total

100 Personnel Services — Salaries

100 Personnel Services — Salaries 28,889.00
Total Personnel Services — Salaries $28,889.00
200 Personnel Services — Employee Benefits

210 Group Insurance — Contracted Provider 8,893.00

220 Social Security Contributions 2,140.00

230 PSERS Retirement Contributions 7,293.00

260 Unemployment Compensation 510.00

260 Workers” Compensation 1,269.00

270 Group Insurance — Self-Insurance 208.00
Total Personnel Services — Employee Benefits $20,313.00
300 Purchased Professional and Technical Services

310 Official / Administrative Services 23,866.00

329 Professional Educational Services — Other 3,500.00

330 Other Professional Services 34,359.00
Total Purchased Professional and Technical Services $61,725.00
500 Other Purchased Services

530 Communications 1,828.00

541 Advertising Related to Federal Grant Awards 7,223.00

580 Travel 650.00
Total Other Purchased Services $9,701.00
600 Supplies

610 General Supplies 11.00
Total Supplies $11.00
800 Other Objects

81C Dues and Fess 11,601.00

820 Claims and Judgments Against the LEA 107,650.00

890 Miscellaneous Expenditures 32.00
Total Other Objects $119,283.00
Total 2310 Board Services $239,922.00
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General Fund (10)
2330 Tax Assessment and Collection Services
100 Personnel Services — Salaries
100 Personnel Services — Salaries
Total Personnel Services — Salaries
200 Personnel Services — Employee Benefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
260 Workers' Compensaticn
270 Group Insurance - Self-Insurance
Total Personnel Services — Employee Benefits
300 Purchased Professional and Technical Services
330 Other Professional Services

Total Purchased Professional and Technical Services

500 Other Purchased Services
520 Insurance — General
Total Other Purchased Services
600 Supplies
610 General Supplies
Total Supplies
Total 2330 Tax Assessment and Collection Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary

Secondary

Federal

Page - 19 of 44

Total

125,873.00
$125,873.00

38,747.00
9,629.00
31,779.00
2,222.00
5,528.00
907.00

$88,812.00

40,818.00
$40,818.00

2,971.00
$2,971.00

2,651.00
$2,651.00
$261,125.00
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General Fund (10}
2350 Legal and Accounting Services

300 Purchased Professional and Technical Services
310 Official / Administrative Services
330 Other Professional Services

Total Purchased Professional and Technical Services
Total 2350 Legal and Accounting Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary

Secondary

Federal
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Total

67,084.00
510,580.00

$577,664.00
$577,664.00
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General Fund (10)

2360 Office of the Superintendent / Executive Director Services

100 Personnel Services — Salaries
100 Personnel Services — Salaries
Total Personnel Services - Salaries
200 Personnel Services - Employee Benefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Cortributions
280 Unemployment Compensation
260 Workers' Compensation
270 Group Insuranee — Self-Insurance
Total Personnel Services — Employee Benefits
300 Purchased Professional and Technical Services
329 Professional Educational Services — Other
Total Purchased Professional and Technical Services
600 Supplies
830 Food
Total Supplies
800 Qther Objects
810 Dues and Fees
Total Other Objects

Total 2380 Office of the Superintendent / Executive Director Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary
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Secondary Federal Totai

703,684.00
$703,684.00

218,432.00
42,326.00
177,752.00
12,437.00
30,943.00
5,078.00

$486,968.00

3,540.00
$3,640.00

4,432.00
$4,432.00

2,500.00
$2,500.00
$1,201,124.00
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General Fund (10}
2370 Community Relations Services
500 Other Purchased Services
591 Services Purchased Locally
Total Other Purchased Services
800 Supplies
610 General Supplies
Total Supplies
Total 2370 Community Relations Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary

Secondary

Federal
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Total

2,250.00
$2,250.00

655.00
$655.00
$2,905.00
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General Fund {10)

2380 Office of the Principal Services Elementary Secondary Federal Total

100 Personnel Services — Salaries

100 Personnel Services — Salaries 621,848.00 594,211.00 1,216,059.00
Total Personnel Services — Salaries $621,848.00 $594,211.00 $1,216,059.00
200 Personnel Services - Employee Benefits

210 Group Insurance — Contracted Provider 229,742.00 145,901.00 375,6843.00

220 Social Security Contributions 46,837.00 44,353.00 91,180.00

230 PSERS Refirement Contributions 184,7981.00 122,385.00 307,178.00

250 Unemployment Compensation 12,979.00 8,563.00 21,542.00

260 Workers' Compensation 32,292 00 21,304.00 53,596.00

270 Group Insurance — Self-Insurance 5792.00 3,004,00 8,796.00
Total Personnel Services — Employee Benefits $512,433.00 $345,510.00 $857,943.00
300 Purchased Professional and Technicai Services

329 Frofessional Educational Services — Other 34,810.00 34,810.00
Total Purchased Professional and Technical Services ) $34,810.00 $34,810.00
500 Other Purchased Services

580 Travel (5.€0) (6.00) (11.00)
Total Other Purchased Services ($6.00) (36.00) ($11.00)
600 Supplies

€610 General Supplies 186.00 476.00 662.00

630 Feod 523.00 3,174.00 3,687.00
Total Supplies $709.00 $3,650.00 $4,359,00

Total 2380 Office of the Principal Services . $1,134,985.00 $978,175.00 $2,113,160.00
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General Fund (10)

2390 Qther Administration Services Elementary Secondary Eederal Total
100 Personnel Services — Salaries
100 Personnel Services — Salaries 19,500.00
Total Personnel Services — Salaries $19,500.00
200 Personnei Services — Employee Benefits
210 Group Insurance — Contracted Provider 6,003.00
1,492.00

220 Social Sscurity Contributions
230 PSERS Retirement Centributions 4,923.00

250 Unemployment Compensation 344.00

260 Workers' Compensation 856.00

270 Group Insurance — Self-Insurance 141.00
Total Personnel Services — Employge Benefits $13,759.00
Total 2390 Other Administration Services $33,259.00
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General Fund (10)
2400 Support Services — Pupil Health

100 Personnel Services ~ Salaries
100 Personnel Services — Salaries

Total Personnel Services — Salaries

200 Personnel Services — Employee Benefits
210 Group Insurance - Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
260 Workers' Compensation
270 Group Insurance - Self-Insurance

3]

Total Personnel Services — Employee Benefits

300 Purchased Professional and Technical Services
330 Other Professional Services

Total Purchased Professional and Technical Services

400 Purchased Property Services
410 Cleaning Services

Total Purchased Property Services

600 Supplies
610 General Suppiies

Total Supplies
Total 2400 Support Services — Pupil Health
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary

Page - 25 of 44

Secondary Eederal Total

119,081.00
$119,081.00

37,118.00
9,061.00
30,122.00
2,128.00
5,296.00
869.00

$84,595.00

96,348.00
$96,348.00

536.00
$536.00

7,216.00
$7,216.00
$307,776.00
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General Fund (10)
2420 Medical Services Elementary Secondary Federal Total

300 Purchased Professional and Technical Services

330 Other Professional Services 31,720.00
Total Purchased Professional and Technical Services $31,790.00
400 Purchased Property Services

410 Cleaning Services £536.00
Total Purchased Property Services $536.00

$32,326.00

Total 2420 Medical Services
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General Fund {10)

2440 Nursing Services Elementary Secondary Federal Total
100 Personnel Services — Salaries
100 Personnel Services — Salaries 119,081.00
Total Personnel Services — Salaries $119,081.00
200 Personnel Services — Employee Benefits
210 Group Insurance — Contracted Providar 37,118.00
220 Social Security Contributions 9,061.00
230 PSERS Retirement Contributions 30,122.00
250 Unemployment Compensation 2,129.00
260 Workers” Compensation 5,296.00
270 Group Insurance — Self-Insurance 869.00
Total Personnel Services — Employee Benefits $84,595.00
300 Purchased Professional and Techpical Services
330 Other Professional Services £4,558.00
Total Purchased Professional and Technical Services $64,558.00
600 Supplies
610 General Supplies 7,216.00
Total Supplies $7,216.00
Total 2440 Nursing Services ' $275,450.00
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General Fund (10)

2500 Support Services — Business Elementary Secondary Faderal Total

100 Personnel Services — Salaries

100 Personnel Services — Salaries 440,708.00
Total Personnel Services — Salaries $440,708,00
200 Personnel Services — Employee Benefits

210 Group insurance — Contracted Provider 136,3685.00

220 Social Security Consributions 31,852.00

230 PSERS Retirement Contributions 111,381.00

2560 Unemployment Compensation 7,820.00

260 Workers' Compensation 19,456.00

27C Group Insurance — Self-Insurance 3,193.00
‘Total Personnel Services - Employee Benefits $310,037.00
300 Purchased Professional and Technical Services

320 Other Professional Services 6,175.00
Total Purchased Professionat and Technical Services $6,175.00
400 Purchased Property Services

440 Rentals 16,787.00
Total Purchased Property Services $15,787.00
500 Other Purchased Services

530 Communications 23,826.00
Total Other Purchased Services $23,826.00
600 Supplies

610 General Supplies 20,711.00
Total Supplies $20,711.00
800 Other Objects

810 Dues and Fees 35,119.00
Total Other Objects $35,119.00
Total 2500 Support Services — Business $862,363.00
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General Fund (10)
2510 Fiscal Services
100 Personngl Services -~ Salaries
100 Parsonnel Services — Salaries
Total Personnel Services - Salaries
200 Personnel Services —~ Employee Benefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
230 PEERS Retirement Contributions
250 Unemployment Compensation
260 Workers' Compensation
270 Group Insurance — Self-Insurance

Total Personnel Services — Employee Benefits
300 Purchased Professional and Technical Services
330 Other Professionai Services
Total Purchased Professional and Technical Services
400 Purchased Property Services
440 Rentals
Total Purchased Property Services
500 Other Purchased Services
530 Communications
Total Other Purchased Services
600 Supplies
610 General Supplies
Total Supplies
800 Qther Objects
810 Dues and Fees
Total Qther Objects
Total 2510 Fiscal Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary
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Secondary Federal Tota}

440,708.00
$440,708.00

136,365.00
31,862.00
111,351.00
7,820.00
19,466.00
3,193.00

$310,037.00

6,175.00
$6,175.00

15,787.00
$15,787.00

23,826.00
$23,826.00

20,711,00
$20,711.00

35,119.00
$35,119.00
$852,363.00



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End

LEA : 125231232  Chester-Upland SD
Printed 1/19/2017 3:35:39 PM

General Fund (10)
2511 Supervision of Fiscal Services - Head of Gomponent
100 Personnel Services — Salaries
100 Personnel Services — Salaries
Total Personnel Services — Salaries

200 Personne] Services — Employee Benefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
260 Workers' Compensation
270 Group Insurance — Self-Insurance
Total Personnel Services — Employee Benefits

300 Purchased Professional and Technigal Services
330 Other Professional Servicas

Total Purchased Professional and Technical Services

400 Purchased Property Services
440 Rentals

Total Purchased Property Services

500 Other Purchased Services
530 Communications
Total Other Purchased Services
800 Supplies
610 General Supplies
Total Supplies

800 Other Objects
810 Duesand Fees

Total Other Objects

Total 2511 Supervision of Fiscal Services - Head of Component
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary

Secondary

Federal
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Total

440,708.00
$440,708.00

136,365.00
31,852.00
111,351.00
7,820.00
19,456.00
3,193.00

$310,037.00

6,175.00
$6,175.00

16,787.00
$15,787.00

23,826.00
$23,826.00

20,711.00
$20,711.00

35,119.00
$35,119.00
$852,363.00
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General Fund (10)
2600 Operation and Maintenance of Plant Services

100 Personnel Services — Salaries
100 Personnel Services — Salaries
Total Personnel Services — Salaries

200 Personnel Services — Employee Benefits
210 Group Insurance — Contractad Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
260 Workers' Compensation
270 Group insurance —~ Self-Insurance
Taotal Personnel Services — Employee Benefits

300 Purchased Professtonal and Technical Services
324 Professicnal Educational Services — Empioyee Training and Development Services
330 Other Professional Services

Total Purchased Professional and Technical Services
400 Purchased Property Services
410 Cleaning Services
420 Utility Services
430 Repairs and Maintenance Services
440 Rentals
480 Other Purchased Property Services
Total Purchased Property Services
500 Other Purchased Serviges
522 Automotive Liability Insurance
523 General Property and Liability Insurance
530 Communications
691 Szrvices Purchased Locally
Total Other Purchased Services
600 Supplies
510 General Supplies
620 Energy

Total Supplies

800 Other Objects
810 Dues and Fees

Total Other Objects
Total 2600 Operation and Maintenance of Plant Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXF)

Elementary

91,409.00

$91,409.00

$91,409.00

Secondary Federal

64,000.00
$64,000.00

25,364.00
4.886.00
16,538.00
576.00
2,112.00
1,008.00

$50,494.00

121.171.00

$121,171.00

$121,171.00 $114,494.00
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Total

2,224,380.00
$2,224,380.00

703,957.00
168,514.00
566,716.00
39,491.00
98,931.00
16,897.00

$1,593,506.00

24,500.00
133,621.00

$158,021.00

138,286.00
793,505.00
189,639.00
14,921.00
1,930.00

$1,138,281.00

174,204.00
475,253.00
$0,766.00
58,106.00

$798,317.00

212,580.00
61,631.00

$274,211.00

250.00
$250.00
$6,186,966.00



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End

LEA : 125231232  Chester-Upland SD
Printed 1/19/2017 3:35:39 PM

General Fund (10)
2620 Operation of Buildings Services
100 Personnel Services — Salaries
100 Personnel Services — Salaries
Total Personne| Services — Salaries
200 Personnel Servi¢es —~ Employee Bengfits
240 Group Insurance — Contracted Provider
220 $Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
260 Workers' Compensation
270 Group Insurance — Self-Insurance
Tatal Personnel Services — Employee Benefits
300 Purchased Professicnal and Technical Services
330 Other Professional Services

Total Purchased Professional and Technical Services

400 Purchased Property Services
410 Cleaning Services
420 Ulility Services
430 Repairs and Maintenance Services
440 Rentals
490 Other Purchased Property Services
Total Purchased Property Services

500 Qther Purchased Services
522 Automotive Liability Insurance
523 General Property and Liakiity insurance
530 Communications
591 Services Purchased Locally

Total Qther Purchased Services

600 Supplieg
610 General Supplies
620 Energy

Total Supplies

800 Other Objects
810 Dues and Fees

Total Other Objects
Total 2620 Operation of Buildings Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary

90,859.00

$90,859,00

$90,858.00
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Secondary Federal Total

1,710,310.00
$1,710,310.00

539,633.00
128,962 00
435,466.00
30,946.00
76,993.00
12,635.00

$1,224,635.00

129,641.00
$129,641.00

188,286.00
793,505.00
128,579.00
14,821.00
1,830.00

$1,077,221.00

174,204.00
475,253.00
90,755.00
58,105.00

$798,317.00

120,441.00 211,300.00
61,631.00

$120,441.00 $272,931.00

250.00
$250.00
$120,441.00 $5,213,306.00
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General Fund (10}
2660 Safety and Security Services
100 Personne! Services - Salaries
100 Personnel Services — Salaries
Total Personnel Services - Salaries
200 Personnel Services — Employee Benefits
210 Group Insurance — Contracted Provider
220 $ocial Security Gontributions
230 PSERS Retirement Cantributions
250 Unemployment Compensation
260 Workers' Compensation
270 Group Insurance — Self-Insurance

Total Persannel Services — Employee Benefits
300 Purchased Professional and Technical Services

324 Professional Educational Services — Employee Training and Development Services
330 Other Professional Services

Total Purchased Professional and Technical Services
400 Purchased Property Services
430 Repairs and Maintenance Services
Total Purchased Property Serviges
600 Supplies
610 General Supplies
Total Supplies
Total 2660 Safety and Security Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Page - 33 of 44

Elementary Secondary Federal Total
64,000.00 514,070.00

$64,000.00 $514,070.00

25,364.00 164,324.00

4,886.00 39,5562.00

18,538.00 130,250.00

576.00 8,645.00

2,112.00 21,838.00

1,008.00 4,262.00

$50,494.00 $368,871.00

24,500.00

3,880.00

$28,380.00

51,080.00

$61,060.00

550.00 730.00 1,280.00
$550,00 $730.00 $1,280.00
$550.00 $730,00 $114,494.00 $973,661.00



2015-2016 PDE-2057 Annual Financial Report - 08/30/2016 Fiscal Year End

LEA : 126231232  Chester-Upland SD
Printed 1/19/2017 3:35:39 PM

General Fund (10)
2700 Student Transportation Services
100 Persannel Services — Salaries
100 Personnel Services — Salaries
Total Personnel Services — Salaries
200 Personnel Services — Employee Benefits
210 Group Insurance —~ Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
260 Warkers’ Compengsation
270 Group Insurance — Self-Insurance
Total Personnel Services — Employee Benefits
300 Purchased Professional and Technical Services
330 Other Professional Services

Total Purchased Professional and Technical Services

400 Purchased Property Services
430 Repairs and Maintenance Services
440 Rentals
Total Purchased Property Services
500 Qther Purchased Services
513 Contracted Carriers
518 Student Transportation Services From the 1U
580 Travel

Total Other Purchased Services
600 Supplies

610 General Supplies
620 Energy

Total Supplies

800 Other Objects
810 Dues and Fees

Total Other Objects

Total 2700 Student Transportation Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - {EXP)

Elementary

Secondary

Page - 34 of 44

Federal Total

85,912.00
$85,912.00

57,265.00
6,345.00
25,541.00
3,284.00
§,170.00
1,341,00
$101,946.00

37,400.00
$37,400.00

12,042.00
24,806.00

$36,948.00

2,483,347.00
19,230.00
4476.00 4,478.00

$4,478.00 $3,487,055.00

18,175.00
229,145.00

$247,320,00

1,919.00
$1,919.00
$4,478.00 $3,998,500.00
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General Fund {10}
2720 Vehicle Operation Services
100 Personnel Services - Salaries
100 Personnel Services — Salaries
Total Personnel Services — Salaries
200 Personnel Services - Employee Benefits
210 Group Insurance - Contracted Provider
220 $odial Security Contributions
230 PSERS Retiremnent Contributions
250 Unemployment Compensaticn
260 Workers' Compensation
270 Group Insurance - Self-Insurance

Total Personnel Services — Employee Benefits

300 Purchased Professionat and Technical Services
330 Other Professional Services

Total Purchased Professional and Technical Services

400 Purchased Property Services

430 Repairs and Maintenance Services
440 Rentals

Total Purchased Property Services
500 Other Purchased Services

513 Contracted Carriers
516 Student Transportation Services From the |J

Total Other Purchased Services

600 Supplies
610 General Supplies
620 Energy

Total Supplies

800 Other Objects
810 Dues and Fees

Total Other Objects
Total 2720 Vehicle Operation Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary

Secondary

Federal

Page - 35 of 44

Total

73,661.00
$73,661.00

49,009.00
5,440.00
21,899.00
2,816.00
7,005.00
1,150.00

$87,408.00

32,067.00
$32,067.00

10,325.00
21,354,00

$31,679.00

2,969,474.00
16,488.00

$2,985,962.00

15,583.00
196,469.00

$212,052.00

1,644.00
$1,644.00
$3,424,474.00



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End

LEA : 125231232 Chester-Upland SD
Printed 1/19/2017 3:35:39 PM

General Fund (10)
2750 Nonpublic Transportation

100 Personnel Services — Salaries
10C Personnel Services — Salaries

Total Personnel Services — Salaries

200 Personnel Services — Employee Benefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
260 Workers' Compensation
270 Group Insurance - Self-Insurance
Total Personnel Services — Employee Benefits

300 Purghased Professional and Technical Services
330 Other Professional Services

Total Purchased Professional and Technical Services

400 Purchased Property Services
430 Repairs and Maintenance Services
440 Rentals

Total Purchased Property Services
£00 Other Purchased Services

513 Contracted Carriers
516 Student Transportation Services From the IU

Total Other Purchased Services
800 Supplies

810 General Supplies
620 Energy

Total Supplies

800 Other Objects
810 Dues and Fees

Total Other Objects
Totat 2750 Nonpublic Transportation
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Elementary
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Secondary Federal Total

12,251.00
$12,251.00

8,166.00
905.00
3,642.00
468.00
1,166.00
191.00

$14,537.00

5,333.00
$5,333.00

1,717.00
3,5852.00

$5,269.00

493,873.00
2,742.00

$496,615.00

2,592.00
32,676.00

$35,268.00

275.00
$275.00
$569,548.00
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General Fund (10)

Page - 37 of 44
2790 Other Student Transportation Services

500 Other Purchased Services

Elementary Secondary Federal Total

580 Travel 4,478.00 4,478.00

Total Other Purchased Services $4,478,00 $4,478.00
Total 2790 Other Student Transportation Services $4,478.00 $4,478.00
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General Fund (10}
2800 Support Services — Central

100 Personnel Services — Salaries
100 Personnel Services — Salaries

Total Personnel Services — Salaries

200 Personnel Services — Employee Benefits
210 Group Insurance — Contractad Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
260 Workers® Compensation
270 Group Insurance — Self-Insurance
Total Personnel Services — Employee Benefits

300 Purchased Professional and Technical Services
322 Professional Educational Services ~ lus
330 Other Professional Services
340 Technical Services

Totat Purchased Professional and Technical Services
400 Purchased Property Services
430 Repairs and Maintenance Services
Total Purchased Property Services
500 Other Purchased Services
530 Communications
549 Other Advertising/Public Relations
580 Travel
509 Other Miscelianeous Purchased Services

Total Other Purchased Services

600 Supplies
6810 General Supplies
830 Food

Total Supplies

800 Other Objects
810 Dues and Fees

Total Qther Objects
Total 2800 Support Services — Central

Page &5

Detail of Governmental Fund Expenditures and Qther Financing Uses - (EXP)

Elementary Secondary Federaj

86,250.00
$86,250.00

26,586.00
6,596.00
22,287.00
765.00
2,805.00
756.00

$59,795.00

1,466.00
2,366.00
$3,832.00
957.00

$957.00

$150,834.00
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Total

329,149.00
$329,149,00

101,358.00
25,035.00
83,611.00

5,063.00
13,473.00
2,507.00

$231,037.00

175,379.00
314,386.00
13,913.00

$503,678.00

3,050.00
$3,050.00

11,169.00
457.00
1,466.00
2,366.00

$15,458.00

30,946.00
374.00

$31,320.00

1,733.00
$1,733.00
$1,115,425.00



2015-2016 PDE-2057 Annual Financial Report - 06/30/2016 Fiscal Year End
LEA : 125231232 Chester-Upland SD
Printed 1/19/2017 3:35:39 PM

General Fund (10)
2830 Staff Services
100 Personnel Services — Salarieg
100 Personnel Services ~ Salaries
Total Personnel Services — Salaries
200 Personnel Services — Employee Benefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Gontributions
250 Unemployment Compensation
280 Workers' Cempensation
270 Graup Insurance — Self-Insurance
Total Personnel Services — Employee Benefits
300 Purchased Professional and Technical Services
330 Other Professional Services

Total Purchased Professional and Technical Services
500 Other Purchased Services

549 Other Advertising/Public Relations
Total Other Purchased Services

600 Supplies
610 General Supplies
630 Feod

Total Supplies

800 Other Objects
810 Dues and Fees

Total Other Objects
Total 2830 Staff Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - {(EXP)

Elementary

Page - 39 of 44

Secondary Federa| Total

131,649.00
$131,649.00

40,526.00
10,083.00
33,237.00
2,324,00
5,782.00
949.00

$92,301.00

283,277.00
$283,277.00

457.00
$457.00

3,519.00
374.00

$3,893.00

1,733.00
$1,733.00
$513,910.00
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General Fund (10)

2831 Supervision of Staff Services Elementary Secondary Federal Total

100 Persgnnel Services — Salaries

100 Personnsl Services — Salaries 131,648.00
Total Personnel Services —~ Salaries $131,649.00
200 Personnel Services — Employee Benefits

210 Group Insurance — Contracted Provider 40,526.00

220 Social Security Contributions 10,083.00

230 PSERS Retirement Contributions 33,237.00

250 Unemployment Compensation 2,324.00

260 Workers' Compensation 5,782.00

270 Group Insurance - Self-Insurance 949.00
Total Personnel Services — Employee Benefits $92,901.00
300 Purchased Professional and Technical Services

330 Other Professional Services 283,277.00
Total Purchased Professional and Technical Services $283,277.00
500 Other Purchased Services

549 Other Advertising/Public Relations 457.00
Total Other Purchased Services $457.00
600 Supplies

610 General Supplies 3,5619.00

630 Food 374.00
Total Supplies $3,893.00
800 Other Objects

81C Dues and Fees 1,733.00
Total Qther Objects $1,733.00

Total 2831 Supervision of Staff Services $513,910.00
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General Fund (10)
2840 Data Processing Services

100 Personnel Services — Salaries
100 Personnel Services — Salaries
Total Personnel Services — Salaries

200 Personnel Services — Employee Benefits
210 Group Insurance — Contracted Provider
220 Social Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
260 Workers' Comperisation
270 Group Insurance — Self-Insurance
Total Personnel Services — Employee Benefits

300 Purchased Professional and Technical Services
322 Professional Educational Services — lus
330 Other Professional Services
340 Technical Services

Total Purchased Professional and Technical Services

400 Purchased Property Services
430 Repairs and Maintenance Services
Total Purchased Property Services
500 Other Purchased Services
530 Communications
Total Other Purchased Services
600 Supplies
610 General Supplies
Total Supplies
Total 2840 Data Processing Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary

Secondary

Federal

Page - 41 of 44

Total

110,000.00
$110,000.00

33,861.00
8,262.00
27,771.00
1,942.00
4,831.00
793.00

$77,460.00

175,379.00
31,109.00
13,913.00

$220,401.00

3,050.00
$3,050.00

11,169.00
$11,169.00

26,470.00
$26,470.00
$448,550.00
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General Fund (10)

2850 State and Federal Agency Liaison Services Elementary Secondary Federal Total

100 Personnel Services — Salaries

100 Personnel Services — Salaries 88,250.00 87,500.00
Total Personnel Services ~ Salaries $86,250.00 $87,500.00
200 Personnel Services - Employee Benefits

210 Group Insurance — Contracted Provider 26,686.00 26,971.00

220 Social Security Contributions 6,596.00 6,690.00

230 PSERS Retirement Contributions 22,287.00 22,603.00

250 Unemployment Compensation 7656.00 787.00

260 Workers' Compensation 2,805.00 2,860.00

270 Group Insurance — Self-Insurance 756.00 765.00
Total Personnel Services — Employee Benefits $59,795.00 $60,676.00
500 QOther Purchased Services

580 Trave! 1,466.00 . 1,466.00

596 Other Miscellaneous Purchased Services 2,366.00 2,366.00
Total Cther Purchased Services $3,832.00 $3,832.00
600 Supplies

610 General Supplies 957.00 957.00
Total Supplies $957.00 $957.00
Total 2850 State and Federal Agency Liaison Services $150,834.00 $152,965.00
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General Fund (10)
2800 Other Support Services
500 QOther Purchased Services
595 U Payments By Withholding
598 Other Miscellaneous Purchased Services
Totai Other Purchased Services
600 Supplies
610 General Supplies
Total Supplies

Total 2900 Other Support Services
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary Segondary Federal

3.675.00
$3,675.00

1,380.00
$1,380.00
$5,055.00
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Total

24,262.00
3,675.00

$27,937.00

1,380.00
$1,380.00
$29,317.00
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General Fund {10)
2910 Support Services Not Listed Elsewhere In the 2000 Series
500 Other Purchased Services

595 11 Payments By Withholding
599 Other Miscellaneous Purchased Services

Total Other Purchased Services
600 Supplies
610 General Supplies
Total Supplies
Total 2910 Support Services Not Listed Elsewhere In the 2000 Series
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Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Elementary Secondary Federal

3,675.00
$3,675.00

1,380.00
$1,380.00
$5,055.00

Page - 44 of 44

Total

24,262.00
3,675.00

$27,937.00

1,380.00
$1,380.00
$29,317.00
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General Fund (10}
3000 Qperation of Non-Instructional Services

100 Personnel Services — Salarigs
100 Personnel Services — Salaries

Total Personnel Services — Salaries

200 Personnel Services — Employee Benefits
210 Group Insurance — Contracted Provider
220 $Social Security Contributions
230 PSERS Retirement Contributions
250 Unempicyment Compensation
260 Workers’ Compensation
270 Group Insurance — Self-insurance
Total Personnel Services -~ Employee Benefits

300 Purchased Professional and Technical Services
323 Professional Educational Services — Other Educational Agencies
324 Professional Educational Services - Employee Training and Development Services
329 Professional Educational Services — Other
330 Other Professional Services
390 Orher Purchased Professional and Technical Services

Total Purchased Professional and Technical Services

400 Purchased Property Services

410 Cleaning Services

440 Rentals

490 Other Purchased Property Services
Total Purchased Property Services
§00 Other Purchased Services

580 Travel

599 Other Miscellaneous Purchased Services
Total Other Purchased Services
800 Supplies

610 General Supplies

630 Food

Total Supplies

800 Other Objects
810 Duss and Fees
890 Miscellaneaous Expenditures

Total Other Objects
Total 3000 Operation of Non-Instructional Services
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Detail of Governmentaf Fund Expenditures and Other Financing Uses - (EXP)

Page - 10f3

Total

168,641.00
$168,641.00

46,895.00
13,050,00
42,188.00
2,680.00
5,691.00
1,098.00

$112,613.00

83,566.00
28,215.00
163,448.00
100,885.00
15,256.00

$392,370.00

110.00
1,370.00
2,506.00

$3,986.00

12,089.00
34,406.00

$46,495.00

106,605.00
53,910.00

$160,515.00

10,855.00
2,408.00

$13,263.00
$897,883.00
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General Fund (10)

3200 Student Activities Elementary Secondary Federal Total

100 Personnel Services — Salaries

100 Personnel Services — Salaries 163,819.00
Total Personnel Services — Salaries $163,819.00
200 Personnel Services — Employee Benefits

210 Group Insurance — Contracted Provider 45 368.00

220 Social Security Contributions 12,681.00

230 PSERS Retirement Contributions 40,865.00

250 Unemployment Compensation 2,6802.00

260 Workers' Compensation 6,473.00

270 Group Insurance — Self-Insurance 1,062.00
Total Personnel Services — Employee Benefits $109,151.00
300 Purchased Professional and Technical Services

330 Other Professional Services 4,000.00

390 Other Purchased Frofessional and Technical Services 15,2566.00
Total Purchased Professional and Technical Services $19,256.00
400 Purchased Property Services

410 Cleaning Services 110.00
Total Purchased Property Services $110.00
500 Other Purchased Services

580 Travel 4,110.00
Total Other Purchased Services $4,110.00
600 Supplies

610 General Supplies 56,051.00

830 Food 4,379.00
Total Supplies $60,430,00
800 Other Qbjects

810 Dues and Fees 10,865.00

830 Miscellaneous Expenditures 2,408.00
Total Other Objects $13,263.00
Total 3200 Student Activities $370,135.00
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General Fund (10)
3300 Community Services
100 Personnel Services - Salarles
100 Personnel Services — Salaries
Total Personnel Services — Salarles
200 Personnel Services - Employee Benefits
210 Group Insurance — Contracted Provider
220 Soclal Security Contributions
230 PSERS Retirement Contributions
250 Unemployment Compensation
260 Workers' Compensation
270 Group Insurance - Self-Insurance
Total Personnel Services — Employee Benefits
300 Purchased Professional and Technical Services
323 Professional Educational Services — Other Educational Agencies
324 Professional Educational Services — Employee Training and Development Services
329 Professional Educational Services — Other
330 Other Professional Services

Total Purchased Professional and Technical Services

400 Purchased Property Services

440 Rentals
480 Other Purchased Praperly Services

Total Purchased Property Services

500 Other Purchased Services

580 Travel

599 Other Miscellaneous Purchased Services
Total Other Purchased Services
600 Supplies

610 General Supplies
B30 Food

Total Supplies
Total 3300 Community Services
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Detall of Governmental Fund Expenditures and Other Financing Uses - (EXP)

Page - 3of3

Elementary Secondary Federal Total
4,822,00

$4,822.00

1,528.00

369.00

1,223.00

88.00

218,00

36,00

$3,462.00

17,802.00 83,866.00
14,785.00 28,215,00
163,448,00 163,448.00
96,885.00

$195,835,00 $373,114.00
1,370.00 1,370,00
2,508.00 2,506,00
$3,876.00 $3,876,00
7.972.00 7,979.00
34,406.00 34,408,00
$42,386.00 $42,385.00
50,554.00 £0,664.00
41,222.00 49,531,00
$91,776.00 $100,085.00
$333,872.00 $527,744.00
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General Fund (10}
5000 Other Expenditures and Financing Usés

800 Other Objects
830 Interest
880 Refunds of Prior Years' Receipts
Total Other Objects
900 Other Uses of Funds
910 Redemption of Principal
920 Authority Obligations
Total Other Uses of Funds

Total 5000 Other Expenditures and Financing Uses
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Total

2,864,415.00
8,056.00

$2,872,471.00

1,005,000.00
3,426,000.00

$4,430,000.00
$7,302,471.00
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Page - 2 0f4d
General Fund {10}

§100 Debt Service / Other Expenditures and Financing Uses Elementary Secandary Federal
800 QOther Objects

Total

830 Interest 2,864,415.00

880 Refunds of Priar Years' Receipts 8,056.00
Total Other Objects

900 Other Uses of Funds

810 Redemption of Principal
920 Authority Obligations

$2,872,471.00

1,005,000,00

3,425,000.00

Total Other Uses of Funds $4,430,000.00
Total §100 Debt Service / Other Expenditures and Financing Uses

$7,302,471.00
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General Fund (10)
5110 Debt Service

800 Other Objects
830 Interest

Total Other Objects

900 Other Uses of Funds
910 Redemption of Principal
920 Authority Obligations

Total Other Uses of Funds
Total 5110 Debt Service
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Elementary Secondary Federal

Detail of Governmental Fund Expenditures and Other Financing Uses - (EXP)
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Total

2,864,415.00
$2,864,416.00

1,005,000.00
3,425,000.00

$4,430,000.00
$7,294,415.00
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Page - 4 of4
General Fund {10)
5130 Refund of Prior Year Revenues / Receipts Elementary
800 Other Dbjects

Secondary Federal Total

880 Refunds of Prior Years’ Receipts 8,056.00
Total Other Ohjects $8,056.00
Total 5130 Refund of Prior Year Revenues / Receipts $8,056.00
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Other Capital Projects Fund (39}
4000 Facilities Acquisition, Construction and Improvement Services
400 Purchased Property Services

430 Repairs and Maintenance Services
450 Construction Services

Total Purchased Property Services

500 Other Purchased Services
580 Travel

Total Other Purchased Services

700 Property
750 Equipment — Original and Additional
790 Other Property

Total Property
Total 4000 Facilities Acquisition, Construction and Improvement Services
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Total

1,608.00
2,420,939.00

$2,422,545.00

18,136.00
$18,136.00

35,800.00
45,104.00

$80,904.00
$2,521,585.00
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Page - 20of3
Other Capital Projects Fund (39)

4500 Building Acquisition and Construction Services — Original and Additional

Elementary Secondary Federal|
700 Property

Total

790 Other Property 45,104.00
Total Property $45,104.00
Total 4500 Building Acquisition and Construction Services - Original and Additional $45,104.00
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Other Capital Projects Fund (39)
4600 Existing Building Improvement Services
400 Purchased Property Services

430 Repairs and Maintenance Services
450 Construction Services

Total Purchased Property Services '

500 Other Purchased Services
580 Travel

Total Other Purchased Services

700 Property
750 Equipment — Original and Additional
Total Property

Total 4600 Existing Building Improvement Services
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Elementary

Secondary

Federal

Page - 3of3

Total

1,606.00
2.420,935.00

$2,422,545.00

18,136.00
$18,136.00

35,800.00
$35,800.00
$2,476,481.00
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1000 Instruction
1100 Regular Programs - Elementary / Secondary

1200 Special Programs - Elementary / Secondary
1300 Vocational Education
1400 Other Instructional Programs - Elementary / Secondary
1500 Nonpublic School Programs
1800 Pre-Kindergarten
Total Instruction

2000 Support Services
2100 Support Services - Students

2200 Support Services - Instructional Staff
2300 Suppeort Services - Administration
2400 Suppeort Services - Pupil Health
2500 Support Services - Business
2600 Operation and Maintenance of Plant Services
2700 Student Transportation Services
2800 Support Services - Central
2900 Other Support Services
Total Support Services

3000 Qperation of Non-Instructional Services
3200 Student Activities

3300 Community Services

Total Operation of Non-Instructional Services

4000 Facilities Acquisition, Construction and Improvement Services

4500 Building Acquisition and Construction Services - Original and
Additional
4800 Existing Building improvement Services

Total Facilities Acquisition, Construction and Improvement
Services

5000 Other Expenditures and Financing Uses
5100 Debt Service / Other Expenditures and Financing Uses

Total Other Expenditures and Financing Uses
TOTAL ACTUAL EXPENDITURES & OTHER FINANCING USES

Summary of Governmental Fund Expenditures and Other Financing Uses - (EXPGS)

General Fund(10) Public Purpose Trust{27)  Other Compt Approved
{28)

54,761,821.00
37,862,779.00
923,678.00
1,355,104.00
35,971.00
845,188.00

$95,784,541.00

2.055,835.00
4,098,257.00
4,428,159,00
307,776.00
852,363.00
6.186,966.00
3,998,500.00
1,115,425.00
26,317.00

$23,073,598.00

370,138.00
527,744.00

$897,883,00

7,302,471.C0

$7,302,471.00
$127,058,493.00
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1000 Instruction

1100 Regular Programs - Elementary / Secondary
1200 Special Programs - Elementary / Secondary

13C0 Voeational Education

1400 Other Instructional Programs - Elementary / Secondary

1500 Nonpublic School Programs
1800 Pre-Kindergarten

Total Instruction

2000 Support Services
2100 Support Services - Students

2200 Support Services - Instructional Staff
2300 Support Services - Administration
2400 Support Services - Pupil Health
2500 Support Services - Euginess

2600 Operation and Maintenance of Plant Services

2700 Student Transportation Services
2800 Support Services - Central
2900 Other Support Services

Total Support Services

3000 Operation of Non-Instructional Services
3200 Student Activities

3300 Community Services

Total Operation of Non-Instrugtional Services

4000 Facilities Acquisition, Construction and Improvement Services
4500 Buiiding Acquisition and Construction Services - Original and

Additional
4600 Existing Building Improvement Services

Total Facilities Acquisition, Construction and Improvement

Services

5000 Other Expenditures and Financing Uses

5100 Debt Service / Other Expenditures and Financing Uses

Total Other Expenditures and Financing Uses

TOTAL AGTUAL EXPENDITURES & OTHER FINANCING USES

Capital Reserve (1431)(32)

Summary of Governmental Fund Expenditures and Other Financing Uses - (EXPGS)

Other Capital Projects
Eund(39)

45,104.00

2,478,481.00

$2,521,585.00

$2,521,585.00
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Debt Service(40)

Permanent(90)
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Total

54,761,821.00
37,862,779.00
923,678.00
1,366,104.00
35,971.00
845,188.00

$95,784,541.00

2,056,835.00
4,098,267.00
4,429,152.00
307,776.00
852,363.00
6,188,966.00
3,998,500.00
1,115,426.00
25,317.00

$23,073,598.00

370,139.00
527,744.00

$897,883.00

45,104.00

2,476,481.00

$2,621,585.00

7,302,471.00

$7,302,471.00
$128,580,078.00
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PSERS Salary Data (Salary Data should relate to the General Fund only)
Amount Description
Total Salary Base for salaries subject to PSERS withholding

Total Federally Funded salaries subject to PSERS withholding

Title { Expenditure Data
Amount Description
Expenditures Funded with Current Title | Funds
Expenditures Funded with Carry over Title | Funds

Total Title | Expenditure Data

Title | ARRA Amount
Amount Description

Portion of Total Title | Expenditures funded with ARRA Title |

Ameount
24,489,795 00

2,384,624.00

Amount
3,161,509,00
952,041.00

$4,113,550.00

Amount
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Benefits for Staff Relative to Collactive
Bargaining Agreements

OBJECT COVERED NOT COVERED TOTAL
10 General Fund

211 Medical Insurance 5,980,740.00 5,680,740.00

212 Dental Insurance

215 Eye Care Insurance

218 Prescription Insurance 1,186,598.00 1,196,598.00

271 Self-Insurance Medical Benefits

272 Self-insurance Dental Benefits 182,673.00 182,673.00

276 Self-Insurance Eye Care Benefits

276 Self-Insurance Prescription Benefits

FUND TOTAL $7,360,011.00 $7,360,011.00

50 Enterprise Fund No Self Insurance data to report
211 Medical Insurance
212 Dental Insurance
215 Eye Care Insurance
218 Prescription Insurance
271 Self-insurance Medical Benefits
272 Self-Insurance Dental Benefits
275 Self-Insurance Eye Care Benefits
276 Self-Insurance Prescription Benefits
FUND TOTAL

80 Internal Service Fund No Self Insurance data to report
211 Medical Insurance
212 Dental Insurance
216 Eye Care Insurance
216 Prescription Insurance
271 Self-insurance Medical Benefits
272 Self-Insurance Dental Benefits
275 Self-Insurance Eye Care Benefits
276 Self-Insurance Prascription Benefits
FUND TOTAL

Total of All Funds $7,360,011.00 $7,380,011.00
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Function

2120 Guidance Services

2140 Psychological Services

2150 Speech Pathology and Audiclogy Services

2160 Sodial Work Services

2260 Instruction and Curricllum Development Services
2350 Legal and Accounting Services

2420 Medical Services

2440 Nursing Services

2700 Student Transportation Services

Total

Special Education
{Prior Year)

52,363.00

36,300.00

351,563.00
416,077.00
149,239.00
11,817.00
78,850.00

776,815.00

$1,873,004.00

Nonspecial Education

{Prior Year)

181,488.00

125,837.00

1,215,144.00
1,639,642.00
483,754.00
39,006.00
260,874.00

2,651,617.00

$6,607,452.00
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Total (Prior Year)

233,841.00

162,137.00

1,566,697.00
1,855,716.00
842,993.00
50,913.00
339,724.00
3,428,432.00

$8,380,456.00

Special Education
{Current Year)

38,141.00

37,888.00

336,863.00
348,442.00
131,785.00
7,374.00
62,830.00

911,036.00

$1,874,437.00

Nonspecial Education

{Current Year)

129,068.00

128,548.00

1,139,958.00
1,179,142.00
445,899.00
24,952.00
212,620.00

3,082,086.00

$86,343,172.00

Special Education Services Schedule - (SESS)

Page - 10f1

Total (Current Year)

167,210.00

166,532.00

1.476,6821.00
1,527 584.00
£77,664.00
32,326.00
276,450.00

3.994,022.00

$8,217,609.00
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(PRINCIPAL AMOUNTS ONLY)

ALL GOVERNMENTAL FUND TYPES General Other Post-
Short-Term Obligation Authority Building Other Long-Term Employment Compensated Net Pension

Borrowing Bonds/Notes Obligations Debt  Benefits (OPEB) Absences Liability Total
1. Debt at Beginning of Fiscal Year 10,885,000.00 56,720,000.00 14,665,000.00 1,683,495.00 72,390,000.00 156,343,495.00
2. Additional Debt Incurred During Year 286,510.00 11,763,000.00 12,049,510.00
3. Retirements and Repayments 1,008,000.00 3,426,000.00 455,066.00 4,886,066.00
4. Debt at End of Fiscal Year 9,880,000.00 53,294,000.00 14,665,000.00 1,514,939.00 84,153,000.00 163,506,939.00
5. Accreted Interest at End Of Fiscal Year
6. Total Debt and Accreted Interest 9,880,000.00 £53,294,000.00 14,663,000.00 1,514,938.00 84,153,000.00 163,506,938.00
7. Current Portion P& - Due within 1 year 1,435,850.00 5,818,898.00 2,000,000.00 286,510.00 7,553,281.00 17,094,339.00
8. Interest Paid during current fiscal year 451,050.00 2,312,871.00 2,773,921.00

(PRINCIPAL AMQUNTS ONLY}
ALL PRQPRIETARY FUND TYPES General Other Post-
Short-Term Obligation Authority Building  Other Long-Term Employment Compensated Net Pension

Borrowing Bonds/Notes QObligations Debt  Benefits (OPEB) Absences Liability Total
1. Debt at Beginning of Fiscal Year 873.00 2,810.00 82,000.00 85,783.00
2. Additional Debt Incurred During Year 162.00 1,202.00 13,000.00 14,364.00
3. Retiremeants and Repayments 2,910.00 2,000.00 4,910.00
4. Debt at End of Fiscal Year 1,035.00 1,202.00 93,000.00 95,237.00
5. Accreted Interest at End Of Fiscal Year
8. Total Debt and Accreted Interest 1,035.00 1,202.00 93,000.00 95,237.00
7. Current Portion P& - Due within 1 year 138.00 138.00
8. Interest Paid during current fiscal year
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Total Principal and Interest Payments Made by Your School - All Funds

Function Fund Principal (910)
5110 10 General Fund 1,005,000.00
5110 20 Special Revenus Funds

5110 30 Capital Projects Funcs

5110 40 Debt Service Fund

5110 90 Permanent Fund

5120 10 General Fund

5120 20 Special Revenue Funds

5120 30 Capital Projects Funds

5120 40 Debt Service Fund

Total Debt Payments - Governmental Funds $1,005,000.00

Function Fund Principal (910)
5110 50 Enterprise Fund

5110 60 Internal Service Fund

5120 50 Enterprise Fund

5120 80 Internal Service Fund

Total Debt Payments - Proprietary Funds

Principal {920)

3,425,000.00

$3,425,000.00

Principal (920)
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Statement of Indebtedness - (SOIN}
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Interest (830)  Total (Principal +Interest) Misc Other Uses {990)

2,864,416.00 7,294,415.00

$2,8684,415.00 $7,294,415.00

Interest (830)  Total (Principal +interest)
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Bond Details
Governmental Funds

Debt Category

General Qbligation Bonds/Notes — C1B
Authority Building Obligations — CIB
Authority Building Obligations — CIB
Extended Term Financing Agreements
Other Post-Employment Benefits (OPEB)
Net Pension Liab'lity

Totals for Debt Entered:

Bond Details
Proprietary Funds

Debt Category

Other Post-Employment Benefits (OPEB)
Compensated Absences

Net Pension Liability

Totals for Debt Entered:

Debt Issue
Date Debt at Beginning

(MM/IYYYY) of Fiscal Year
06/2008 10,885,000.00
0672011 49,565,000.00
04/2014 7,155,0C0.00

14,665,000.00
1,683,495.00
72,390,000.00
$156,343,496.00
Debt Issue

Date Debt at Beginning
(MM/YYYY) of Fiscal Year

§73.00
2,910.00
82,000.00
$85,783.00

Principal Amounts Only

Reductions /

Additions Repayments
1,005,000.00
3,425,000.00

1,000.00
286,510.00 455,066.00

11,763,000.00

$12,048,510.00 $4,886,066.00
Principal Amounts Only

Reductions /

Additions Repayments
162.00
1,202.00 2,910.00
13,000.00 2,000.00
$14.364.00 $4,910.00
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Debt at End of
Fiscal Year

9,880,000.00
48,140,000.00
7,154,000.00
14,665,000.00
1,614,939.00
84,153,000.00
$163,506,939.00

Debt at End of
Fiscal Year

1,035.00
1,202.00
§3,000.00
$95,237.00

Statement of Indebtedness - {SOIN)

Page - 3of3

Current Portion
Due Within One

Year (Principal and Interest Paid

Interest) During Fiscal Year
1,435,650.00 461,050.00
5,164,969.00 2,083,751.00

653,929.00 249,120.00
2,000,000.00

286,510.00
7,553,281.00

$17,094,339.00 $2,773,921.00

Gurrent Portion

Due Within One
Year (Principa) and Interest Paid
Interest) During Fiscal Year

138.00

$138.00
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General Fund (10)
Section 1: Tuition/Purchased Services as Reported within Expenditure Detail Amount
Tuition Reported in General Fund Expenditures 1600-560 58,857,646.00
Purchased Services in General Fund Expenditures 1000-594 and 1000-597
Section 1 Total $58,867,546.00
Section 2: Tuition Paid to Institution Types During Fiscal Year Tuition Paid For Tuition Paid For Total
Nonspecial Education Special Education
1 1306 Institutions
2 Institutionalized Children's Programs
3 Juveniles Incarcerated in Adult Facilities
4 Residential Treatment Facilities
5  Other Local Education Agencies 526,283.00 173,352.00 669,635.00
6  Brick and Mortar Charter Schools 28,076,407.00 20,606,479.00 48,682,886.00
7 Cyber Charter Schools 3,452 417.00 3,062,613.00 6,515,030.00
8 Career and Technology Centers
9 Approved Private Schoals 2,283,530.00 2,283,530.00
10 PA Chartered Schools for the Deaf and Blind
11 Private Residential Rehabilitative Institutions 2+1,160.00 259,851.00 471,011.00
12 Juvenile Detention Centers
13 Special Program Jointures
14 Other Tuition Not Included Elsewhare In This Section 205,454.00 205,454,00
Section 2 Total $32,266,267.00 $26,591,279.00 $58,857,546.00
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Transportation Schedule - (TRAN)

Page - 10f1
1. Student Transportation Services for Educational Field Trips 14,433,00
2. Student Transportation Services for Student Activities 3,081.00
3. Rental of Vehicles for Student Transportation Sgrvices
4, Capital Reserve Funds

nclude only district-owned transportation expenditures paid from State or local money.
DO NOT include federal expenditures or payments to contract service providers.

Contracted transportation services should not be recorded on this schedule.
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Detail of Proprietary Fund Expenses and Other Financing Uses - (ICR)

Page - 10f2
Food Service / Cafeteria Operations Fund (51}
3000 Operation of Non-Instructional Services Totai
600 Supplies
830 Food 584,997.00
Total Supplies $684,997.00
Total 3000 Operation of Non-Instructional Services $684,997.00
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Food Service / Cafeteria Operations Fund (51)
3100 Food Services

600 Supplies
630 Food

Total Supplies
Total 3100 Food Services
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Elementary

Detail of Proprietary Fund Expenses and Other Financing Uses - {ICR)

Secondary

Federal

684,997.00
$684,997.00
$684,997.00

Page - 2af2

Total

684,097.00
$684,897.00
$684,997.00
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Eood Seryice(§1) Child Care Operations(52) Other Enterprise(58) Internal Service(80) Total

3000 QOperation of Non-Instructional Services
3100 Food Services 684,997.00 684,997.00
Total Qperation of Non-Instructional Services $684,997.00 $684,997.00
TOTAL ACTUAL EXPENDITURES & OTHER EINANCING USES $684,997.00 $684,997.00
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Introduction

The Chester Upland School District, Delaware County, Pennsylvania (the “School District”) is comprised of the
City of Chester, the Borough of Upland and the Township of Chester, all located in the County of Delaware,
Pennsylvania (the “County”) on the Delaware River, approximately midway between the cities of Philadelphia,
Pennsylvania and Wilmington, Delaware. The School District occupies an area of 6.81 square miles.

The County is located in the southeast corner of Pennsylvania, adjacent to Philadelphia and bordered by the
Delaware River. The County includes manufacturing interests, suburban development for Philadelphia Metropolitan
Area commuters and extensive farming country located throughout the greater part of the County’s middle and western
area.

Among the highways servicing the School District are U.S. Route 13 (Philadelphia, Chester and Wilmington
Pike) and the Philadelphia- Baltimore Pike. Additional highways servicing Delaware County are U.S. Route 30
(Lancaster Pike), U.S. Route 322 (28" Division Highway), Interstate 95 and Interstate 476 (the Blue Route). The
Commodore Barry Bridge provides direct connection between the County and New Jersey.

A variety of transportation facilities are provided throughout the County by Conrail (main-line freight and
commuter service) and the Red Arrow rail lines of Southeastern Pennsylvania Transportation Authority (“SEPTA™).
SEPTA also provides bus and trolley services. Airport facilities are available at the Philadelphia International Airport
in Philadelphia and Delaware Counties, located seven miles north of the School District, providing domestic and
international passenger and freight service to destinations throughout the nation and world.

Population

Table C-1 shows the recent population trends for the School District, the County and the Commonwealth of
Pennsylvania. Table C-2 shows 2014 age composition and average number of persons per household in the County
and for the Commonwealth.

TABLE C-1
RECENT POPULATION TRENDS
2000 2010 2000-2010 % Change 2014 Estimate
City of Chester 36,854 33,972 (7.82)% 34,007
Township of Chester 4,604 3,940 (14.42)% 4,069
Borough of Upland 2,977 3.239 8.80% 3,248
TOTAL SCHOOL DISTRICT 44435 41,151 (7.39)% 41,324
Delaware County 550,864 558,979 1.47% 560,775
Penngylvania 12,281,054 12,702,379 3.40% 12,758,729

SOURCE: United States Census Bureau and American Community Survey, 5 Year Estimates, 2010 - 2014.

TABLE C-2
AGE COMPOSITION - 2014
0-17 Years 18-64 Years 65+ Years
City of Chester 23.5% 64.4% 12.1%
Township of Chester 29.3% 61.5% 9.2%
Borough of Upland 32.0% 57.2% 10.8%
Delaware County 22.8% 62.6% 14.6%
Pennsylvania 21.5% 62.5% 16.0%

SOURCE: American Community Survey, 5 Year Estimates, 2010 - 2014.
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Employment

The County is located in the midst of one of the most heavily industrialized regions in the United States. It is
part of the industrial and commercial concentration, which has developed in the areas along both sides of the Delaware
River from Trenton, New Jersey to points below and west of the City of Wilmington, Delaware.

Among the important industries located along the Delaware River are shipbuilding, aircraft, chemicals, heavy
machinery, paper and paper products, petroleum and petroleum products, steel and metal fabricating, electronics and
textiles. :

Table C-3 shows the distribution of employment in Delaware County and Table C-4 shows the major
employers located within the County.

TABLE C-3
DISTRIBUTION OF EMPLOYMENT

DELAWARE COUNTY METROPOLITAN STATISTICAL AREA
SEPTEMBER 2016
NONFARM JOBS (Not Seasonally Adjusted)
Industry Employment Net Change From:
September  August  September | August  September
ESTABLISHMENT DATA 2016 2016 2016 2016 2015
TOTAL NONFARM 233,800 229,900 231,900 3,900 1,900
TOTAL PRIVATE 209,100 207,000 206,600 2,100 2,500
GOODS-PRODUCING 25,300 25,200 25,800 100 -500
SERVICE-PROVIDING 208,500 204,700 206,100 3,800 2,400
PRIVATE SERVICE-PROVIDING 183,800 181,800 180,800 2,000 3,000
MINING, LOGGING AND
CONSTRUCTION 11,500 11,500 11,300 0 200
MANUFACTURING 13,800 13,700 14,500 100 -700
Durable Goods 9,400 9,400 9,900 0 -500
Non-Durable Goods 4,400 4,300 4,600 100 -200
Trade, Transportation, and Utilities 42,900 42,900 41,300 0 1,600
Wholesale Trade 8,000 8,100 8,000 -100 0
Retajl Trade 25,700 26,100 24,300 -400 1,400
Transportation and Utilities 9,200 8,700 9,000 500 200
Information 2,800 2,800 2,800 0 0
Financial Activities 16,300 16,400 16,100 -100 200
Finance and insurance 13,600 13,700 13,400 -100 200
Professional and Business Services 32,300 32,200 32,100 100 200
Professional, scientific and technical
services 11,500 11,500 11,200 0 300
Legal Services 1,400 1,400 1,400 0 0
Administrative and waste management
services 14,200 14,200 14,400 0 -200
Education and Health Services 56,700 53,900 56,100 2,800 600
Educational services 15,900 13,000 15,700 2,900 200
Health care and social assistance 40,800 40,900 40,400 -100 400
Hospitals 7,300 7,300 7,200 0 100
Leisure and Hospitality 21,400 22,100 21,100 -700 300
Accommodation and food services 16,800 16,600 16,500 200 300
Food services and drinking places 15,600 15,400 15,400 200 200
Other Services 11,400 11,500 11,300 -100 100
Government 24,700 22,900 25,300 1,800 -600
Federal Government 2,000 2,100 2,100 -100 -100
State Government 2,700 2,500 2,600 200 100
Local Government 20,000 18,300 20,600 1,700 -600
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TABLE C-4
LARGEST EMPLOYERS
DELAWARE COUNTY, PENNSYLVANIA

Name Product or Service

The Boeing Company Military Helicopters

Crozer Chester Medical Center Health Care

Delaware County Health Care and Social Assistance, Courts
Villanova University Education

United Parcel Service Inc. Package Distribution

Amerihealth Mercy Services LLC Human Services

Wawa, Inc. Corporate Headquarters / Convenience Stores
Federal Government Government

SAP America, Inc. Technology Systems

Elwyn Government

Source: Center for Workforce Information and Analysis as of 3% Quarter 2015.

Table C-5 shows recent trends in labor force, employment and unemployment for the County and the
Commonwealth.

TABLE C-5
RECENT TRENDS IN LABOR FORCE, EMPLOYMENT AND UNEMPLOYMENT

011 2012 013 014 2015 20160
Delaware County
Civilian Labor Force 286.9 289.6 290.4 290.0 291.9 299.0
(000)
Employment 264.6 267.3 269.9 273.9 278.1 283.7
(000)
Unemployment 22.3 22.3 20.5 16.1 13.8 153
(000)
Unemployment 7.8% 7.7% 7.1% 5.5% 4.7% 5.1%
Rate
Pennsylvania
Civilian Labor Force ‘ 6,425.0 6,466.0 6,460.0 6,378.0 6,424.0 6,525.0
(000)
Employment 5.931.0 5,954.0 5,982.0 6,009.0 6,094.0 6,174.0
(000)
Unemployment (000) 494.0 513.0 478.0 370.0 330.0 351.0
Unemployment 7.7% 7.9% 7.4% 5.8% 5.1% 5.4%
Rate

Source: Center for Workforce Information & Analysis, Pennsylvania Department of Labor & Industry.
(1) As of September, 2016.



Income

The data in Table C-6 shows recent trends in per capita income for the component municipalities of the School
District, the County and the Commonwealth.

TABLE C-6
RECENT TRENDS IN PER CAPITA INCOME
2000 2010 2000-2010 % Change 2014 Estimate
City of Chester $13,052 $14,251 9.19% $15,516
Township of Chester $16,072 $19,913 23.90% $18,964
Borough of Upland $15,391 $20,317 32.01% $17,350
Delaware County $25,040 $32,067 28.06% $33,539
Pennsylvania $20,880 $27.049 29.55% $28,912

SOURCE: United States Census Bureau, American Community Survey, 5-Year Estimates, 2006 — 2010 and 2010 —
2014.

Housing

The date in Table C-7 shows housing data for the component municipalities of the School District, the County
and the Commonwealth,

TABLE C-7
HOUSING DATA
Owner Occupied Renter Occupied

Total Housing Units Median Value Median Rent

2010 2014 2010 2014 2010 2014
City of Chester 15,753 15,129 $66,900 $67,200 $741 $810
Township of Chester 1,511 1,542 $93,200 $95,400 $919 $985
Borough of Upland 1,342 1,207 $103,700 $95,900 $524 $695
Delaware County 222,545 222,430 $232.300 $233,400 $902 $978
Pennsylvania 5,568,820 5,578,393 $165,500 $164,900 $763 $832

SOURCE: United States Census Bureau: 2006-2010 and 2010-2014 American Community Survey 5-Year Estimates.

[This space intentionally left blank.]

D-4



APPENDIX E

Revised Amended Financial Recovery Plan of the Chester Upland School District dated October 2, 2015



[ THIS PAGE INTENTIONALLY LEFT BLANK ]



School District Financial Recovery Act

Revised Amended Financial Recovery Plan

Chester Upland School Disttict
Delawate County, Pennsylvania
Ds. Francis V. Barnes, Receivet

October 2, 2015




Table of Contents

IETOUUCTION 1ttt et e eee et ee e e e ee et s e e et e et eeeeeees e, 4
FINBNCIAT SEBEUS. ...ttt et sttt et s esee e st ses s s e eeees st eeee et 7
STPUCTUFAT DEFICHT ...t et et ee e e s e e s e s e s et aetes st et set et ee e ee e e ee oo 11
FUNG BAIANCE ..ottt e vt e b e e s s 1o e sttt 18
PlANNING TOT TRE FULLIE ...ov ettt sttt s e st et e 22




Introduction




Introduction

The Chester Upland School District (“District”) is poised to finally overcome years of financial
distress. This Revised Amended Financial Recovery Plan, in conjunction with the initiatives
approved in the August 2015 Amended Financial Recovery Plan, offers a bold and
comprehensive strategy to eliminate the District’s structural deficit and the negative fund
balance.

The District’s annual structural deficit has been its single biggest obstacle to achieving financial
stability. With this Revised Amended Financial Recovery Plan, the District will immediately cut
its massive structural deficit in half while the District, the Pennsylvania Department of Education
(“PDE”), and the Govemor’s administration work together to pursue additional funding from the
General Assembly to once and for all fix the District’s chronic fiscal issues.

In addition to the elimination of the District’s structural deficit, this Revised Amended Financial
Recovery Plan provides a multi-faceted approach to eliminating the District’s negative fund
balance and forges a path for the District to start planning for its future. Consequently, the
District will then be able to focus solely on its most critical role-providing a quality education to
all students of Chester Upland.

Financial Highlights
2012-13 2013-14 2014-15 2015-16
Actual Actual Forecast Budget
Ordinary Revenues $100,019,672 | $101,726,872 | $102,895,741 | $112,611,832
Net Other Financing Uses $2,5996,952 $422,612 $250,000
Extraordinary State Aid $6,500,000 $8,503,540 | $13,954,143 $3,712,266
State Transitional Loan Proceeds $10,000,000 54,665,000
Total Revenues $119,516,624 | $110,653,024 | $121,514,884 | $116,574,098
Total Expendifures $116,753,700 | $124,283,994 | $137,089,316 | $143,094,937
Annual Structural Deficit 52,762,924 | (513,630,970) | ($15,574,432) | ($26,520,839)
Ending Fund Balance $4,819,572 | ($8,811,398) | {$24,385,830) | ($50,906,669)

Source: Pennsylvania Department of Education in consultation with the Chester Upland School District

Definitions of Terms

In order to understand the District’s complex finances, it is helpful to have common terminology.
The following phrases are described so that readers have common understanding of how they are
used in this Plan. The usage here may differ slightly from other financial documents.

Annual Structural Deficit - The annual difference between current year revenue and current year
expenditures of the District expected to recur in subsequent years. Does not include balances
from prior years.

Introduction
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Ending Fund Balance — The cumulative difference of current year revenues plus net other
financing uses minus expenditures plus the ending fund balance from the prior year.

Extraordinary Funding — Funding from the Commonwealth provided to the District or to charter
schools with CUSD students on a non-recurring basis, in excess of its formula-driven state
subsidies. Includes additional one-time state subsidies, settlement monies, and transitional loans.

Negative Fund Balance - The cumulative total of the deficit of the District including current and
prior operating years. Also called accumulated deficit.

Revised Amended Financial Recovery Plan Initiatives:

e Eliminate the District’s annual structural deficit by (1) modifying the District’s special
education charter tuition rate and (2) requesting a permanent increase to the District’s
basic education funding from the General Assembly.

e Eliminate the District’s negative fund balance through a multi-faceted approach, including
extraordinary funding or refinancing.

e Plan and fund capital improvements to District schools.

GUSD Revised Amended Financial Recovery Plan Introduction
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Financial Status
Overview

The Revised Amended Financial Recovery Plan proposes initiatives that will eliminate the
District’s structural deficit and eliminate the District’s negative fund balance. Achievement of
the initiatives in this Revised Amended Financial Recovery Plan will result in a sustainable and
permanent solution to the District’s financial troubles.

The Chester Upland School District’s 2015-16 adopted budget, as in past years, is not balanced
because its expenditures are significantly higher than its revenue. Currently, the District projects
an annual structural deficit of $26.5 million in 2015-16. The District’s annual structural deficit
reflects a weak tax base and high expenditures related to charter school tuition payments, The
graph below shows the District’s 2015-16 budgeted revenues and expenditures.

2015-2016 Budgeted Revenues and Expenditures

Deficit: $26.5 million
$1.60,000,000

l $143,094,937
5140,000,000 ‘

$120,000,000 $116,574,098

$100,000,000 | : !
: !
d $26,520,839
$80,000,000
$60,000,000

$40,000,000
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|
|
|
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Total Revenues Total Expenditures
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Source. Pennsylvania Department of Edueation in consultation with the Chester Upland Schoo! District

Revenues

State funding accounts for the majority ($88.3 million or 78.2 percent) of the District’s
ordinary revenues. This amount includes the $9.6 million increase in the Governor’s proposed
budget ($8.6 million in Basic Education Funding and $1.0 million in Special Fducation
Funding).
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In contrast, the District receives just 17.5 percent of its ordinary revenues from local sources.
Most local revenue is from real estate taxes. The District has a very Tow local tax collection
rate (approximately 72 percent for Chester City and 88 percent for Chester Township/Upland
Borough) and a fairly high local tax effort of 18.1 equalized mills. Pursuant to the 2012
Recovery Plan, the District has annually increased property taxes to the Act 1 State Index,
adjusted by the required leveling of the rates.

The District’s federal revenues make up only 4.1 percent of its total ordinary revenues.

— 1
2015-2016 Budgeted Local Revenues
Total: $19.7 million
$120,000,000 -
| $100,000,000 - $86,877,953
$80,000,000 -
$60,000,000 -
$40,000,000 -
|
519,696,145
o -
8O i e e e
Local Revenues Other Revenues
@r{:&‘ Pennsylvanio Department of Education in consultatfon with the Chester Upland School District J
Expenditures

CUSD’s 2015-16 budget expends $143.1 million. The expenditures in CUSD are similar to the
expenditures in other school districts, with the exception of charter school tuition payments.

CUSD Expenditures

et crgery | |
Payments to Charter Schools 564,510,776 45%
Salaries & Benefits $41,501,356 29%
Other Operating Costs $26,165,615 18%
Debt Payments 57,204,920 5%
HVAC Capital Project 83,712,266 3%
Total Expenditures $143,094,937 100%
Source: Pennsylvania Department of Educatian in consultation with the Chester Upland School
District
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The District is unique in that charter school tuition payments comprise 45 percent of its
expenditure budget and consume 55 percent of its total budgeted revenues. Under the current
charter school funding formula, even with no changes in enrollment, this figure will grow
annually.

Financial Challenges

As a result of the District’s history of unbalanced budgets, the District faces two distinct
financial challenges: (1) its annual structural deficit and (2) its negative fund balance. The
structural deficit must be addressed to stop the debt from growing each and every day. However,
to achieve long-term financial stability, the District’s negative fund balance must also be
eliminated to ensure adequate cash flow. As noted above, the Revised Amended Financial
Recovery Plan proposes initiatives that will eliminate the District’s annual structural deficit and
eradicate its negative fund balance. Together these initiatives provide a comprehensive strategy
to addressing the District’s financial challenges.

CUSD Revised Amended Financial Recovery Plan Financial Status
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Structural Deficit

The first financial challenge that the District must address is its annual structural deficit.
Financial recovery is not possible without action to stop the structural deficit from continuing to
grow cach and every day. The District’s structural deficit can be attributed to the overinflated
charter tuition rates that the District is forced to pay based upon an inequitable formula, This
results in an overfunding to the charter schools and an underfunding to the District. The table
below reflects the total payments to charter schools and the growth of the charter school tuition
rates,

Historical Trend of CUSD
Charter School Payments and Tuition Rates
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)EPavmentstoChanerSchooIs‘$41,548,794 $47,587,065 $56,928,629 | $61,434,534 $64,274,119 $64,510,776
I~#—-Regular Education Rate | 39333 ' 49,858 58,317 §6,134 . ¢10,683 510,683 3
;g Special Education Rate ! $23.415 , $24.528 $28,731 | 534931 | $40315 540,315

Source: Pennsylvania Department of Fducation

Even though tuition rates have increased, they are not the sole reason that payments to charter
schools have risen so dramatically. The other driving force is growing charter enrollment in the
District. The number of charter students increased by 28 percent from 2010-11 to 2014-15.
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Initiatives
CRO1. |Reform Special Education Rate for Charter Schools j
Target outcome: Apply modified special education charter tuition rates
already agreed to by some of the District’s charter schools
to all other brick-and-mortar and cyber charter schools that
enroll District students.
Responsible party: Receiver, Pennsylvania Department of Education

The largest obstacle to the District’s efforts to achieve financial stability is the disproportionate

funding of special education students in charter schools. This payment is consistently above the
cost of services provided by charter schools to special education students. It is also significantly
more than any other district pays to the same charter schools for special education students. The
unfair and excessive special education payments to charter schools are bankrupting the District.

Currently, this special education tuition rate is based on the District’s special education
expenditures, excluding federal expenditures, divided by 16 percent of the District’s Average
Daily Membership (ADM).l Sixteen percent represents the average number of students with
disabilities and students in gifted programs statewide in 1994-95, Arguably, the special education
tuition rate formula was designed to measure a school district’s own effort related to special

! The amount paid to charter schools for special education students equals the amount paid for regular cducation students plus an additional
amount calculated as follows; [spectal education instruction expenditures minus federally-funded special education instruction expenditures]
divided by 16% of the school districts total average daily membership,

CUSD Revised Amended Financial Recovery Plan Eliminating the Structural Deficit
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education expenditures per student, thereby ensuring the same amount would be contributed by
districts with students enrolled in charter schools. However, in this case, the formula distorts the
District’s effort by assuming the percentage of special education students in a school district is
the statewide average of 16 percent. In reality, the District’s percentage of special education
students is approximately 24 percent,

It is worth noting that special education identifications at the District’s charter schools are high
compared to the state average, especially in the lowest cost disability category of Speech/
Language Impairment for which the state average is 15 percent. The three charter schools in
CUSD had rates of students identified for this disability at 28 percent for Chester Community
Charter School (“CCCS™); 20.3 percent for Widener Partnership Charter School (“WPCS™); and
29.8 percent for Chester Charter Schoo] for the Arts (“CCSA”). While Speech/Language
Impairment requires the least amount of services — and least amount of cost — the District pays
for that disability category at the same high tuition rate,

Based on Act 16 of 2000, school districts and charter schools report the number of students
educated in the prior school year in each cost category listed in the table below.

Category 1 | Category2 | Category 3 Category 4
Under $25,000 to | $50,000 to $75,000
$25,000 $49,999 $74,999 and over
CUSD 695 38 37 7
Brick and mortar charter schools 857 0 0 0
Cyber charter schools 136 0 0 1
Total 1,688 88 37 8

Note: The Special Education Fundin

funding purposes.

g Commission combined Category 3 and Category 4 for

The District’s add-on rate for special education students in a charter school is more than any
other district in the Commonwealth — $29,632.13 per student — for a total special education rate
per student of $40,315.42. Even wealthier school districts with the same special education

student population would be financially stressed if they had to pay this rate mandated by such an
antiquated formula. The District cannot attain financial stabi

issue.

lity without addressing this critical

The inequitable nature of this funding formula is clearly illustrated by a comparison of the
special education rates paid to the charter schools in the District on behalf of students who are
enrolled from other districts in the area. Each district pays a different rate based on its own

average expenditures,

CUSD Revised Amended Financial Recovery Plan
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Special Education Tuition Rates Paid to Charter Schools ]
a1 ial
2014-15 Special Bd ) 45 special Ed Rate
L Add-On Rate -
School District {regular ed tuitioh plus
(based on state )
spectal ed add-on)
average of 16 percent)

Chester Upland SD $29,632.13 $40,315.42
Great Valley SD $18,065.74 $30,869.69
Chichester 5D $18,015.77 $30,435.49
Interboro SD $14,643.86 $26,000.08
Penn-Delco SD $11,812.80 $21,631.41
Ridley SD $13,490.90 $25,104.79
Southeast Delco SD 514,999.21 524,068.72
Springfield SD $14,592.74 $25,302.12
Upper Darby SD $14,985.67 $23,437.90
Walllngford-Swarthmore SD $17,167.11 $29,791.89
william Penn 5D 518,011.01 $28,154.63
Philadelphia City SD $15,300.92 523,293.32
Source: Pennsylvania Department of Education

CUSD is certainly not the only school district struggling under the burden of a law that requires
payment of special education tuition to charter schools substantially unrelated to and in excess of
their actual expenditures. However, the circumstances in CUSD make the District the first to
experience a resulting structural deficit of this magnitude.

In 2013, the Pennsylvania General Assembly reco gnized the significant issues surrounding state
funding to school districts in support of the costs of special education. Act 3 of 2013 established
a bipartisan, bicameral Special Education Funding Commission. The Commission was tasked to
review Pennsylvania’s special education funding and make recommendations for a new formula.

The commission issued its report in December 2013 and recommended that new state funding
for special education be based on three levels of per student multipliers relative to the cost of
services. The proposed multipliers were:

s 1.51 (Category 1) for students receiving services less than $25,000 per year;
e 3.77 (Category 2) for students receiving services equal to or greater than $25,000 but less
than $50,000; and

o 7.46 (Category 3) for students receiving services equal to or greater than $50,000.

The three tiers of multipliers for students who receive special education services have since been
enacted into law to determine the distribution of new state funding for special education. See 72
P.S. § 1722-3(10). However, the funding formulas for charter schools, including reimbursement
from school districts to charters for special education students, have not been changed. This
disregards the Commission’s recommendations for charter school funding:

Special education funding is currently paid on a per-student basis for charter
schools and cyber charter schools, with funding transferred from the school

CUSD Revised Amended Financlal Recovery Pian Eliminating the Structural Deficit
October 2, 2015 Page 14




district of residence for each eligible student. The existing funding process is
flawed, using an assumed percentage of 16 percent of all children enrolled in
the district of residence and paying the same rate regardless of student
differences in educational need and cost.

The Commission recommends applying the same principles for a new formula
described above for all local education agencies, including school districts,
charter schools, and cyber charter schools. The use of three cost categories
will improve the accuracy and fairness of funding distribution for charter
schools and cyber charter schools.

- The District and PDE have worked together with several of the District’s charter schools—
CCCS, CC8A, and WPCS—to reach an agreement on a modified special education charter
tuition rate by applying the principles of the Commission’s report. As suggested by the
Commission report, the agreed-upon modified special education charter tuition rate will utilize a
multiplier in conjunction with the District’s regular education rate. The proposed modification
will bring the District’s special education tuition rate in line with the rates paid by surrounding
school districts,

For the 2015-16 school year, a 2.53 multiplier will be applied to the current regular education
charter tuition rate of $10,683.29. This results in a special education tuition rate of $27,028.72
per student. This special education tuition rate will remain constant throughout the 2015-16
school year to enable to the District to plan for the first year that this is in place. After the 2015-
16 school year, the special education rate will be determined by applying the 2.53 multiplier to
the regular education tuition rate as established by the PDE-363 form and reconciled with
Annual Financial Report results. The modified special education tuition rate, as applied to
CCCS, CCSA, and WPCS, will result in savings to the District of $10.4 million in 2015-16.
This agreement has been put in place for 10 years and will continue to apply even if the District
exits receivership or Act 141 oversight.

While the District’s charter schools agreed to accept this modified special education tuition rate,
there are other charter schools, both brick-and-mortar and cyber, that District students attend. As
such, the same agreed-upon modified special education tuition rate should be applied to all
charter schools that enroll District students, which will result in additional savings of
approximately $800,000.

Applying the modified special education tuition rate to all charter schools that accept

District students will result in a fotal savings of $11.2 million in 2015-16.
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CRO2. |Achieve Permanent Increase of CUSD’s Basic Education Funding

Target outcome: Request the General Assembly add a permanent increase to
the base of the District’s Basic Education Funding subsidy

Responsible party: Receiver, Pennsylvania Department of Education,
Governor’s Office ]

The initiative to modify the special education charter tuition rates will onty cut the District’s
structural deficit in half. In the 2015-16 school year, the structural deficit will not impact cash
flow because the District’s charter schools have agreed to forgive amounts owed 1o them from
the 2014-15 school year. However, in future years, a permanent increase in the District’s state
funding is needed to provide stable and adequate financial resources to the District.

As part the budget negotiation process, the Governor’s Office will advocate for an upward
adjustment in the District’s Basic Education Funding base to replace lost savings resulting from
the agreement in Initiative CRO1 and cover future shortfalls. This permanent increase to the base
of the District’s basic education funding subsidy, in conjunction with the modified special
education tuition rate, should allow the District to take the necessary steps to achieve balanced
budgets in future years.
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Fund Balance

Eliminating the current annual structural deficit is an essential first step of any financial recovery
plan. Once the District is able to consistently achieve balanced budgets, the District still has
three lingering issues that must be addressed:

o First, the District is estimated to complete 2014-15 with a negative fund balance of $24.4
million.

® Second, the District owes charter schools $8.6 million in 2014-15 charter tuition, a figure
that is included in the negative fund balance.

 Third, to achieve financial stability and exit Act 141 oversight, the District must build a
meodest positive fund balance.

In order for the District to start over with a clean slate, its negative fund balance must be
eliminated. The District’s negative fund balance is currently $24.4 million dollars. If the
initiatives proposed in both plans are not approved and implemented, the District’s negative fund
balance will grow to $50.9 million by the end of 2015-16.

The August 2015 Amended Financial Recovery Plan included the hiring of a financial
turnaround specialist to negotiate the reduction of a portion of the negative fund balance with
current creditors. Some of those outstanding obligations must be paid in full, including
payments due to charters schools, while some of those debts could be renegotiated. The
Recetver, with the assistance of PDE, is currently reviewing candidates for the financial
turnaround specialist and gathering additional information on potential cost savings.

The August 2015 Amended Financial Recovery Plan also required the engagement of an audit
firm to conduct a forensic audit of the District. This audit is already underway and the first
phase is expected to be completed on September 30, 2015.

The District’s $24.4 million negative fund balance is comprised of the outstanding obligations as
set forth in the table below. In addition to cost savings identified by the financial turnaround
specialist and the forensic auditors, the initiatives below call for a quick elimination of the
District’s negative fund balance.

2014-15 Negative Fund Balance
Charter Schools $8,558,152
PSERS $3,495,931
Health Care $868,739
Other $11.463.008
Total $24,385,830
CUED Revised Amended Financial Recovery Plan Eliminating the Negative Fund Balance
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Initiatives

In the August 2015 Amended Financial Recovery Plan, the Court approved initiative BU04,
which permitted restructuring of the District’s Act 141 Transitional Loan to defer a $1.0 million
Joan repayment scheduled for 2015-16. In addition to the approved initiative, this Plan includes
additional measures to eliminate the District’s negative fund balance.

BUOS. |Forgiveness of 2014-15 payments from charter schools j

Target outcome: Apply forgiveness of 2014-15 charter tuition to all brick-
and-mortar and cyber charter schools that enroll District
students that have already not agreed to do so.

Responsible party: Receiver, Pennsylvania Department of Education

The District and PDE have worked together with the District’s charter schools, CCCS, CCSA,
and WPCS, to reach an agreement on forgiving the unpaid amounts due from May and June
2015. The District owes CCCS, CCSA, and WPCS $7.3 million in tuition for the 2014-15 school
year. The forgiveness of this debt will immediately reduce the District’s negative fund balance
to $17.1 million.

‘While the District’s charter schools agreed to forgive the unpaid amounts due from May and
June 2015, there are other charter schools, both brick-and-mortar and cyber, that District students
attend with amounts due of $1.2 million.

Applying the forgiveness of unpaid amounts from May and June 2015 will result in a total
savings of $8.6 million in 2014-15 reducing the District’s negative fund balance to $15.8
million.

BU06. | Support Passage of House Bill 1521

Target outcome: Eliminate District’s negative fund balance

Responsible party: Receiver, Pennsylvania Department of Education

In recognition of the extraordinary commitment that this Revised Amended Financial Recovery
Plan makes to restore the District to true financial stability, the Administration requested that the
General Assembly provide a one-time extraordinary supplemental appropriation. to support
districts experiencing extreme financial difficulty.

House Bill 1521 was introduced on September 4, 2015, by Representative Thaddaeus Kirkland.
This bill transfers $25 million from the General Fund to the Department of Education for 2015-
16 for payments to school districts located in a county of the second class A that have been
declared distressed pursuant to the School District Financial Recovery Act. These funds can be
utilized to entirely eliminate the District’s negative fund balance. The bill has been referred to
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the House Education Committee. The Receiver and PDE strongly support the passage of this
bill.

U07. |Refinancing to Resolve Negative Fund Balance

Target outcome: Refinance negative fund balance to eliminate outstanding
debt
Responsible party: Receiver, Pennsylvania Department of Education

If the General Assembly fails to pass House Bill 1521, the Receiver proposes to refinance as
much as $25 million to provide funds to pay outstanding accounts payable through June 30,
2016. The refinancing is expected to add approximately $2 million in annual repayment costs to
the District for the following twenty years.

Following final Commonwealth budget adoption, when the District receives state subsidy
payments, charter school tuition invoices for 2014-15 will be paid unless the charter school has
waived repayment of such invoices. Proceeds from the debt refinancing will then be available to
pay all other outstanding invoices from the prior year. The refinancing will additionally afford
the District with adequate cash flow to make on-time payments to charter schools and vendors
throughout the 2015-16 school year,>

BUO8. |Commonwealth Debt Service payment

Target outcome: Protect the credit rating of the District, Pennsylvania State
Public School Building Authority, and the Commonwealth,
and reduce the District’s 2015-16 expenditures

Responsible party: Pemnsylvania Department of Education

In September 2015, the Commonwealth made a debt service payment on behalf of the District in
the amount of $4,351,874. This payment, combined with the charter funding reforms and PDE
loan restructuring, will eliminate any annual structural deficit for the current school year.

Given the Governor’s continuing commitment to significantly grow state education subsidies for
all school districts in subsequent fiscal years, in conjunction with all other aspects of the Revised
Amended Financial Recovery Plan, the District will be able to fund these debt obligations going

forward.

* See the Receiver’s statement concerning this initiative at the end of this document.
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Planning for the Future

After the District’s structural deficit and negative fund balance are eliminated, the District must
look forward to the future. The physical condition of the District’s high school is a serious long-
term concern. The current year budget already includes $3.7 million in additional state funds for
necessary HVAC improvements to maintain functionality on some floors of the high school
building. However, this is not a long-term solution, Additionally, the District needs to start
preparing for the return of control to the elected board of school directors.

Initiatives

PF01. |Plan and Fund Capital Improvements

Target outcome: Provide for the renovation or construction of a new high
school

Responsible party: Receiver, Pennsylvania Department of Education,
Governor’s Office

Currently, the General Assembly is considering substantial changes or even ending the PlanCon
reimbursement program for local school district construction projects. Given these conversations,
it is expected that a major overhaul of the PlanCon process will be part of a final budget
agreement.

Multiple proposals that could benefit the District could be included as part of this Plan. The
District could be granted authority to seek future state reimbursement through an affordable plan
to fund necessary long-term renovations or new construction. For example, the plan could
include a fiscally prudent alternative to build a new high school. The Governor’s Office and
PDE will support and advocate for the District’s request for additional funding to renovate or
construct a new high school.

PF02. |Exiting Receivership
Target outcome: Return the elected board of school directors to power, while
maintaining oversight of recovery process with a Chief
Recovery Officer
Responsible party: Receiver, Pennsylvania Department of Education

Once the components of the Revised Amended Financial Recovery Plan are enacted, the District
will have a positive financial outlook. If the initiatives are approved in the Revised Plan, then the
District must focus on an academic recovery plan. Once financial stability is achieved and the
District has a clear path to follow for academic recovery, the receivership will be able to end and
the elected school board will be placed back into power. When the receivership expires, the
District will continue to be monitored by a chief recovery officer and PDE for a period of five
years 1o ensure financial stability is maintained or as long as the City of Chester remains a
financially distressed municipality, whichever is longer. 24 P.S. § 6-676-A.
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Conclusion

Simply cutting non-charter expenditures will never be enough to fix the massive structural deficit
in the District’s budget each year, First and foremost, the District must stop the structural deficit
from continuing to grow. The only way the District can eliminate its structural deficit is to
address its greatest cause—the disproportionately high charter school tuition rates that the
District pays under an inequitable formula. In conjunction with an increase to the District’s basic
education funding, this will address the root cause of the District’s structural deficit and ensure
that all students in the District have access to a quality education.

The modification of the special education charter tuition rate in conjunction with the initiatives
set forth in this Revised Amended Financial Recovery Plan will balance the District’s budget for
the first time in decades. The alignment of the expenditures with revenues will ensure that the
District has sufficient funds to make timely payments to all vendors, including charter schools.
The requests in this Plan provide a long-term, sustainable solution.

Through these initiatives, as outlined in this Revised Amended Financial Recovery Plan, we can
assure the local community that the District will have the means to balance its current operating
budget, eliminate past negative fund balances, and reasonably plan for foreseeable future funding
needs. The approval of this Plan will provide a clear and comprehensive path for the District to
achicve financial recovery.
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Chester-Upland SD

Revenues, Expenditures and Changes in Fund Balance
: 2015-16

2015-16 o
After Initiatives

Ordinary Revenues

Local Revenue 418,696,145 $19,696,145

State Revenue $88,305,725 ° $88,305,725 '

Federal Revenue $4,609,962 $4,609,962

Total Ordinary Revenues $112,611,832 $112,611,832
Net Other Financing Uses $250,000 $250,000
Total Ordinary Revenues and Net Other Financing Uses $§112,861,832 5112,861,832
Extraordinary Revenues

payment for HVAC Capital Praject in Chester HS §3,712,266 ¢ 53,712,266 ?

payment for debt service in September 2015 54,351,874 3

Total Extraordinary Revenues $3,712,266 58,064,140
Total Revenues $116,574,098 §120,825,872
Expenditures

Operating Expenditures (566,666,975) ($65,599,712) N

Payments to Charter Schools ($64,510,776) ($53,296,801) °

Debt Payments (67,204,920} {$7,204,920)

Payment on Transition Loan {$1,000,000} ($0) 8

HVAC Capital Project in Chester H3 {$3,712,266) (53,712,266)
Total Expenditures (5143,094,937) ($129,813,699)
Surplus/(Deficit) {$26,520,839) 1$8,887,727)
Fund Balance Initiative $25,000,000 §
Beginning Fund Balance ($24,385,830) ($15,827,678) °
Ending Fund Balance {$50,906,669) $284,595

? 43,712,266 paid from PDE Empowerment funds for HVAC Capital Project in Chester HS.
® State payment of 4,351,874 debt service due ta TD Bank on September 15, 2015 {Initiative BUD8).

A Operating Expenditures decreased due to work of forensic audit and further review of the current year budget.

5 \nciudes $11.2 million reduction in charter school tuition payments based on agreement in Initiative CRO1.

5 Restructure Transitional Loan payment terms (Initiative BUO4, 8/18/15 Amended Financial Recovery Plan).

7 Eliminate structura) deficit with permanent increase in Basic Education Funding {{nitiative CRO2).

8 Eliminate negative ending fund balance (Initiatives BUOS, BUD7).

® Includes $8,558,152 of forgiven 2014-15 payments 10 charter schools based on agreement in Initiative BUOS.

! gtate Revenue estimates based on Governar's proposal for Basic Education Funding and Special Education Funding

CUSD Revised Amended Financial Recovery Plan Conclusion

Octoher 2, 2015

Page 25



CHESTER UPLAND SCHOOL DISTRICT

OFFICE OF THE RECEIVER
1720 MELROSE AVENUE
CHESTER, PA 19013
610.447.3825
610.447.3616 (fax)

As Interim Receiver for the Chester Upland School District my primary responsibility is to
implement the Financial Recovery Plan previously approved by the Court to restore the financial
stability of the School District.

Other than the refinancing contemplated by the Financial Recovery Plan including the Transition
Loans under Act 141, I would not normally recommend incurring additional debt and the annual
debt service obligation to resolve the fiscal situation in the School District.

However, it is apparent that a substantial portion of the deficit that has been incurred over fime is
caused by the overwhelming obligation of payments to charter schools, especially the excessive
overpayment for resident special education students attending these schools.

The deficit created by this situation is of an extraordinary magnitude and, absent the passage of
proposed legislation in the near future, will hamstring the financial recovery of the District as
well as prevent it from being returned to its elected officials in a financially stable condition.

Since there does not appear to be any other acceptable remedy on the horizon, this initiative has
been included in the Revised Amended Financial Recovery Plan being presented to the Court
today requesting approval to finance unfunded debt of the School District.

Francis V. Barnes
Recerver
September 15, 2015

The Child WE Raise Will Lead the Village
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EXECUTIVE SUMMARY

The Commonwealth of Pennsylvania has a strong interest in improving education oufcomes for
students with disabilities. State support for special education in public schools is important for
helping students to achisve academically and fulfill their individual potential.

The Special Education Funding Commission held public hearings throughout the state in 2013,
recelving testimony about these issues from dozens of withessas, Students, parents, educators,
and national experis uniformly emphasized the long-term impact of the state funding system. on the
ability of schools to meet the needs of children with disabilities. -

Special education involves a highly complex and costly set of supports and services. Local
education agencles are responsible under state and federal law for performing detailed evaluations
of student needs, accurately determining eligibility, designing an individualized education program,
providing multiple Interrelated supports 1o mast academic and behavioral needs, hiring a wide
range of disability experts and service providers, ensuting progress in the general education
curriculum and, ultimately, giving students a successful transition to higher education, employment,

adult independent fiving, and community participation.

Nearly 270,000 children with disabilities — one out of every 8.5 students — receive special education
services in Pennsylvania public schools. The range of disabilities comprises speech Impairments,
learning disabilities, orthopedic impairments, hearing or visual impairments, emotional disturbancs,
autism, intellectual disabilities, traumatic brain injuries, multiple disabilities and other health
impairments. Most children are included in reguler classrooms and receive all or much of their
instruction alongside students who do not have disabilities. In schools with adequate resources,
academic achievement for children with disabilities averages close 1o the results for all students,

Funding for special education in Pennsylvania’s public schools comes primarily — over 60 percent —
from property taxes and other local sources. Annual state funding Is slightly less than $1 billion,
about 30 percent of the otal, with federal funding adding a relatively small amount,

Prior to 1991, state funding for special education was distributed through an “excess cost” system
that paid school districts for the difference between actual special education costs and regular
education costs. When this system was perceived to result in rapidly increasing costs, the staie
switched to a “census formula”, The new system originafly paid school districts a supplement
based on calculations assuming that 15 percent of all students have mild disabilities and 1 percent
have severe disabilities. Over the years, she census formula sometimes included other factors for
community poverty and property tax levels. Since 2008-09, Pennsylvania has not increased special
education funding and has effectively ended its use of a funding formula. Charter schools and
cyber charter schools receive special education funding through a separate per-student payment
process that also relies on the assurnption-that 16 percent of all students enrolied in all schoal
districts are eligible for special education.

The Commission recommends that the General Assembly adopt a new formula for distributing state
funding for special education in excess of 2010-11 levels. The main objective of the new funding
system Is to improve accuracy in distributing limited resources, balancing this goal with the need for
ease of use and sustainability by not placing administrative reporting burdens on the state or local
education agencies. The new formula will include factors reflecting student needs based on three
cost categories — low, moderate, and high. The formula will also include factors reflecting
community differences such as poverty, property tax levels, and rural and small district conditions.
The new formula recommended by the Commission will be a great improvement over the census
formuta, benefiting children with disabiiities and all students enralled In Pennsylvania public
schools, The special education funding system for charter schoals and cyber charter schools
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should receive similar reforms. Furthermore, in accordance with the resolution, the Special
Education Funding Commission will continue its work by drafting legislation.

RECOMMENDED SPECIAL EDUCATION FUNDING FORMULA

(1) Caleulate the weighted student count for each school district as foliows:
« Category 1= 1.51 (students < $25,000)
= Category 2 = 8.77 (students => $25,000 and < $50,000)

+ Category 3 = 7.46 (students => $50,000 and above)

(2) Adjust weighted student count for rural and small school districts:
+ Multiply the weighted student count in (1) by 50% of the adjusted sparsity/size ratio
o The sparsity/size ratio = (60%*size ratio) + (40%*sparsily ratio)

= Size Ratio = averags daily membership (ADM) / statewide average
ADM

»  Sparsity Ratio = ADM per square mile / state ADM per square mile

»  Adjust by percentage difference > 70" percentile (0.7416)

= For school districts with a sparsity/size ratio < 70" percentile no
adjustment

(3) Add the school district's weight in (1) and the adjustment in (2).

(4) Multiply the sum in (3) by the schoal district's market value/personal income aid ratio and its
equalized miliage muttiplier.

+ Equalized millage multiplier = the school district's equalized millage rate as a
percentage of the 70% percentile (20.12 equalized mills)
s+ For school district with an equalized millage rate > 70 percentile the multiplier is 1

(5) Prorate funding.

»  Multiply the product in (4) for each school district by the amount of funds to be
distributed and divide by the sum of the products in (4) for all school districts.
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|NTHODUCTEON By Co-CHAIRS OF THE COMMISSION

It has been our great honor o Co-chair the Special Education Funding Commission. The
Commission was created with the passage of Act 3 of 2013, unanimously passed by hoth the
Senate and House of Representatives and signed into law by the Giovernor on April 25, 2013.
Such unanimous support s evidence of the staie government's interest in reforming a system
ihat has been in place for a long time but is often seen as not fairly and adequately serving the
cuttent needs in Pennsylvania for students with disabliities and their schools.

This Commonwealth has made it a goal for several decades 1o achieve equal access {o special
education programs. However, the ability to meet that goal has been undermined by a special
education funding formuta that currently doas not effectively match the needs of our students
with the cost of providing those services. The purpose of the Commissian is simple but
important — to develop a new tormula that will correct these deficlencies S0 we can reach our
goals of achlevement and inclusion for Pennsylvania’s children with disabilities.

Currently, state funding for special education is distributed based on an estimate that children
with disabifities comptise 16 percent of the overall student population in each school district.
This formula does not accurately allocate state funding becauss it falls to take into account the
actual number of students needing special education services of the type and intensity of

support they require fo succeed in school,

Over the last six months, we have enjoyed working closely with our colleagues on the 15-
mermber Commission, including dedicated members of the Senate, House of Representatives,
and the Administration. The Gomrnission mermbers heard vital testimony from over 50
withesses at seven public heatings held throughout the state. We greatly appreciate the
mutually respectful deliberations held among the Commission members in considering the
comptex issues and options for addressing systemic problems related 0 special education
funding. The Commission has accomplished a great dealin a compressed time frame.

The Commission is recommending the sstablishment of a new special education funding
formula to ensure that state money is adequately and equitably distributed. This
recommendation follows the parameters contained in Act 3 for distributing any increase in
special education funding over 2010-11 levels. The proposed formula includes the use of three
cost categories for students recelving special education gervices, tanging from least intensive to
most intensive. In addition, the formula reflects community levels of poverty, property taxes,
and other factors needed for a fair and accurate distribution of funds.

This report and the recommendations it contains refiect the thorough consideration of all
Commission members, We now entrust this report to the General Assembly for further
consideration and timely enactment of final reforms into law.

Special appreciation is due o our staff, the staff of Commission members, Appropriations
Commitiee staff, without whom this work could not be performed. In addition, the expetrtise of
the independent Fiscal Office was oritical fo the Commission accomplishing its objectives, The
Department of Education also provided invaluable aasistance for the Commission’s work.

Sincerely, Sincerely,

Senator Pat Browne Representative Barnie O'Nell
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ACT 3 AND THE CHARGE TO THE COMMISSION

Through Act 3 of 2013 (House Bill 2), the General Assembly established the Special Education
Funding Commission and charged the Commission with the following tasks and responsibilities.

The Commission shall:

{. Review and make recommendations related to special education funding. Section 122(b).
Review and make findings and recommendations related to special education funding in
this Commonwealth. Section 122()(1).

2. Issue a repart of its findings and recommendations. Section 122()(6). Draft proposed
regulations and propesed legislation based on its findings. Section 122(j)(3).

Consider nationally accepted accounting and budgeting standards, Section 122(1)(11).

4. Develop a special education formula and identify factors that may be used to determine
the distribution of.a change in special education funding among the school districts in
this Commonwealth. Seation 122(h). Review and consider special education funding
tactors utilized throughout the United States. Section 122(j)(7). Gonsider the impact
these factors may have on the distribution of special education funding among the
school districts, Section 122()(8). The factors may include all of the following (additional
detalls required for each factor as contained in Act 3 are not listed here):

a. Three cost categoties of eligible students and a description of and parameters for
the categories. Section 122()(6)(i).

h, A student count for each school disfrict designed for sach category. Section
122()(6)(if). :

c. A wslghting factar that differs for each of the three cost categories. Section
122(0)(6)(ii}.

d. Adjustments for each schoal district based on the market value/personal income
aid ratio, the equalized millage rate, and geographic price differences. Section
122()(6)(W). .

e. A proportional system for distributing the changes in spesial education funding
among school districts based on the factors listed above. Section 122())(6)(v).

f. Improved systems for collecting and documenting student enroliment and
membership in public schoals. Ssction 122()(6)(vi).

g. Other factors refated to the distribution of special education funding. Section
122(0(6)(vi).
5, Recsive input and gather information on the identification of children as eligible students

by charter and cyber charier schaols and on charter and cyber charter school funding
reimbursements regarding eligible students, Section 122(7)(3).

8. Reconstitute the Commission every five years to meet, hold public hearings, review the
operation of the special education funding provisions of this section, and make a further
report to be considered and acted upon by the General Assembly. Section 122(k).
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Act 3 also placed limitations on the Caomimnission's work:

o The special education formula developed by the Commission shall not go into effect
unless the formula is approved by an act of the General Assembly enacted after the
effective date of this section. Section 122()).

o The General Assembly shall, through the annual appropriations process, determine the
level of State funding for special education and the amount of any change in funding.
The special education formuia developed under this section shall determine only the
distribution of any increase in special education funding among the school districts of
this Commonwealth above the amount of special education funding in the base year
(2010-11) and shall not be used far any other purpose. Section 122()).

o For the 2013-14 school year and each school year thereafter, any State funding for
special education in an amount that does not exceed the amount of State funding for
special education in the base year shall be allocated in the same manner as the State
funding was allocated in the base year (2010~11). Section 122(m).

o Nothing in the provisions of this Act (Act 3) shall alter Federal or State law regarding the
protections provided to an eligible student for receiving education in the least restrictive
snvironment or shall alter the iegal authority of individualized sducation program teams
to make appropriate program and placement decisions for eligible students n
accordance with the individuafized education program developed for each eligible
student, Section 2509.17.
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MEMBERSHIP OF THE COMMISSION

Act 3 established requirements for the membership of the Speclal Education Funding

Commission,

The Commission shall;

1. Consist of the following 15 members (or their designees). Section 122(c)(1).
a. Chair and Minority Chair of the Education Committes of the Senate.
b, Chair and Minority Chair of the Education Committes of the House of

Representatives.

. Two legislators from each of the four legisiative caucuses.

C
d. The Secretary of Education.
g, The Secretary of the Budget,

f.  The Deputy Secretary for Elementary and Secondary Education.
2, Appoint a member 1o serve as chair of the Corumission. Section 122(c)(2).

3, Reimbursement of Members -~ The Commission members may not receive
compensation for their servicas, but shall be reimbursed for alf necessary travel and
other reasonable expenses incurred in connection with the performance of their duties

as members of the Commission. Section 122(f).

Members of the Special Education Funding Commission include:

Senate House of Representatives
Pat Browne (R-16) Bernie O'Neill (R-29)
Co-Chair Co~Chair

James Brewster (D-45) Paul Clymer (R-145)
Andrew Dinniman v(D—1 9) Mark Longietti (D-7}
Edwin Erickson (R-26) Michael Peifer (R-139)
Mike Folmer (R48) James Roebuck (D-188)
Judith Schwank (D-11) Mike Sturla (D-96)

Administration

Charles Zogby, Secretary
of the Budget

Carolyn Dumaresq, Acting
Secretary of Education

Rita F’érez, Acting Deputy
Secretary for Elementary
and Secondary Education
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HEARINGS OF THE COMMISSION

Act 3 established requirements for the hearings of the Special Education Funding Commission.

The Gommission shall:

Hold its first mesting within 30 days of the effective date of this section. Saction 122(d).

Hold meetings at the call of the chair. Section 122(e).
Hold public hearings in different regions of this Commonwealth. Section 122()(4).

Consult with and utilize experts to assist the Cammission In carrying out the duties under
this subsection. Section 122()(2) and Section 122()(10).

5. Receive input from interested parties, including but not limited to, charter and cyber
charter school operaiors. Section 122(0(3).

M LN

Commission members were appointed during May 2013 and the Commission held the following
hearings (see Appendlx for additional details):

June 13, 2013 North Office Building, State Capitol, Harrisburg, PA
July 10, 2013 North Office Building, State Capitol, Harrishurg, PA
July 25, 2013 Bucks County Intermediate Unit #22, Doyiestown, PA
August 7, 2013 University of Piitsburgh, Pittsburgh, PA

August 22, 2013 Allentown School District Administration Building, Allentown, PA

September 4, 2013 Nittany Lion Inn, State College, PA
September 26, 2013 Alverria University, Reading, PA
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TESTIMONY RECEIVED BY THE COMMISSION

The following witnesses testified before the Commission at its public hearings:

Dr. Jacayin Auris, Director of Student Services at Chester County [U 24 (July 25)
Carl Blessing, Chief Financial Officer of Berks County U (September 26)

Randy L. Brown, PRSBA, Business Administrator, State College Area School District
(Septembet 4) ‘
Chris Celmet, Asst. Director of Business Services of Berks County 1U (September 26)

Dr, Malcolm Conner, Special Education Advisor, PA Depattment of Education, Bureau of
Special Education (June 13)

Kevin Corcoran, Assistant Head of School/Director of School Improvement, Agora Cyber
Charter School (September 26) .

Laura E. Cowburn, PRSBA, RSBA, Assistant to the Superintendant for Business Services,
Columbia Borough School District, for PA Association of School Business Officials (July 10)

Michael Crossay, President, PA State Education Association (August 22)

Tee Decker, Asst. Director of Special Programs & Services of Carbon Lehigh |U (September
28)
Aimee Denton, Parent (September 26)

Cindy Duch, Director of Parent Advising, Parent Education & Advocacy Leadership Center
(PEAL Center) (September 4)

Dr. Maria Edelberg, Assistant Executive Director at Delaware County U 25 (July 25)

Sandra Ediing, PRSBA, Assistant Director Management Services, Montgomery County 1U
#23, for PA Association of School Business Officials (July 10)

Loulse Fick, Supervisor of Special Education, Parkland School District (June 13)

Maurice "Reese" Flurie, Ed.D., CEO, Commonwealth Connections Academy (Ssptember 4)
Amber Mintz Foote, Parent and Advocate (September 26)

Dr. Barry Galasso, Executive Director of Bucks U 22 (July 25)

Dr. John George, Exec. Director of Berks County U & Pres, PAIU (September 26)

Susan Gobreski, Executive Director, Education Voters PA (September 26)

Dr. Anthony Grieco, Executive Director of Luzerne [U 18 (July 25)

Mike Giriffith, School Finance Consultant, Education Commission of the States (July 10)

Dr. Mary Beth Gustafson, Assistant Superintendent for Special Education, Pocono Mountain
School District (June 13) '

Nicolyn Habecker, Parent and Advocate (September 26)

Lawrence Jones, Jr., CEQ, Richard Allen Preparatory Charter School, Inc. (September 4)
Jennifer King,. Parent and Inclusion Consultant, Include Me from the Start (June 13)
David Lapp, Staff Attorney, Education Law Center (September 26)
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Lisa Lightner, Parent and Advocate, Arc of Chester County (September 26)
Dennis McAndrews, Esq., Partner, McAndrews Law Office {June 13)
David W. Matyas, PRSBA, Business Administrator, Central Bucks School District (July 25)

Mark B. Miller, School Director in Centennial School District and Co-Chair of Keystone State
Education Coalition (September 26)

Richard Moss, Chief, Central Division, PA Department of Education, Bureau of Special
Education (August 7)

John Mozzochio, Director, Special Services, New Castle School District (August 7)
Robyn Oplinger, Parent and Advocate, Disability Rights Network (August 22)

Diane Perry, Parent and Coordinator, Special Kids NetWork (August 22)

Nan Porter, School Director, Martin Luther School (August 22)

David Ramsey, Coordinator of Student Services, Parkland Schoo! District (June 13)

Audrey Rasmusson, Esq., Parent (September 4)
Kimberly Resh, Parent and Advocate {(August 22)
Karl A, Romberger, Jr., Esq., Sweet, Stevens, Katz, & Williams, New Britain, PA,

Pennsylvania School Board Association (PSBA) (September 26)
John Sarandrea, Superintendent, New Castle Area School District (August 7)
Dale Scafuro, Director of Student Services, Central Bucks School District (July 25)

Nicole D. Snyder, Esq., Latsha Davis & Kenna, P.C., Pennsylvania Coalition of Public
Charter Schools (PCPCS) (September 285)

Retsey Somerville, Director of Speclal Education, Canon-McMillian School Disirict (June 13)
Larry Sperling, CEQ, Philadelphia Academy Charter School (September 4)

Jane Stadnik, Parent (September' 4)

lra Welss, Solicitor, Pittsburgh Schoo! District (August 7)

Colleen Tomko, Parent and Advocate (August 22)

Nick Torres, CEQ, Education Plus Academy Charter School (September 26)

Deborah Verstegen, Ph.D., Professor of Education Leadership, University of Nevada, Reno
(September 26) -
Uldiis Vilcins, Director of Transportation Services of Carbon Lehigh U (September 26)
Dr. Ronald O. Wells, Special Education Adviser, PA Department of Education, Bureau of
Special Education (August 7 .
 Lse Ann Wentzel, Superintendent, Ridley School District, for PA Association of School
Administrators (July 10)

Arlene Wheat, Assistant Superintendent - Special Education & Pupil Services North
Allegheny School District (August 7) :
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TECHNICAL ASSISTANCE RECEIVED BY THE COMMISSION

Act 3 established requitements for the roles of the Department of Eaucation and other bodies in
the General Assembly to provide technical assistance to the Commission:

Role of the Department of Education -

o The Department shall provide the Commission with data, research and other
Information upon request by the Commission. Section 122(g).

o Using existing resources and data systems as well as nationally accepted accounting
and modeling standards, the Department shall collect data necessary for accurate
functioning of a special education formula developed under Section 122. The
Departrnent shall begin collecting such data upon the effective date of this section.
Section 2509.16.

Role of Other Bodies in the General Assembly — The General Assembly shall provide
administrative support, meeting space, and any other assistance required by the
Commission to carry out its duties under this section in cooperation with the Department.
Section 122(g).

Since the Commission was formed in late April and May 2013, the Department has served its
role as charged by Act 3. Many dadicated staff at the Department have provided invaluable

assistance to the Commission,

The Independent Fiscal Office served as a vital source of technical expertise in working with
large amounts of data.

The Independent Fiscal Office, the Pennsylvania Association of School Business Officials and
the Department assisted the Commission in performing a survey of local education agencies to
evaluate special education funding. The survey was conducted in September and October
2013. A randomly selected representative sample of school districts, charter schools, and cyber
charter schools participated in the survey,! The survey results provided accurate data about the
distribution of special education costs among students based on need. The Commission used
this data to help determine the proper factors to include in the new special education formula.

Pathway Strategies LLC, also providgd additional technical assistance to the Commission.

1 Surveys were sent to 85 randomly selected schoal districts and 35 randomiy sefected charter schools and cyber
charer schools. Survey responses were refurned by 54 districts and 17 charers and cyber charters.
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The Commission wishes to further acknowledge the contributions to its work of the following
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Jordan Gouker, Pat Hozella, Jodi Rissinger, Beth Runkle, Aaron Shenck, and

David Volkman.
Pennsylvania State University and the Nittany Lion Inn

Senate: Elizabeth Craig, Lotre Cooper, Williarn Evans, Lisa Felix, Russell Milier,
Michael Murphy, Jen Smeltz, and Vicki Wilken, Esd.

University of Pittsburgh: Charlene Kumar, Chatlie Mclaughtin, and Paul Supowitz
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THE BASICS OF SPECIAL EDUCATION

“Children with disabilities [shall] have available to them a free appropriate public
education which is designed fo enable the student fo participate fully and
independently in the community, including preparation for employment or higher
education.” 22 Pa. Code 14.102(a)(1)(i)

“Improving educational results for children with disabilities is an essentlal element
of our natfonal policy of ensuring equality of opportunity, full participation,
independent living, and economic self-sufficiency for individuals with disabilities.”
20 U.S. Code 1400(c)(1)

This section summarizes some of the most important aspects of how spscial education operates
for students and schools.? As reflected in the two legal quotations above, special education for
children with disabilities has the potentia! to significantly impact their lives, their abllity to learn, -
and their future opporiunities to participate in society.

A Basis in Civil Rights

Dr. Malcolm Conner, Special Education Advisor, Pennsylvania Department of Education,
testified at the Commission hearing on June 13, 2013, describing the two lawsuits that initially
defined the rights of children with disabilities to special education.® Dr, Conner described how
these court decisions led to the initial establishment of children’s rights in statute. Over time,
the principles and protections of special education have expanded through both state and
federal laws.

individuals with Disabilities Education Act (IDEA)

IDEA is a federal law, first enacted in 1975 as the Education for All Handicapped Children Act?
Federal regulations also implement IDEA and cover school-aged children,®

Title 24 contains statutory provisions for special education, which implement and sometimes
expand on the federal IDEA requirements.® Relevant Pennsylvania regulations exist for: special
education; academic standards and testing for all children, including provisions designated for
children with disabilities; and charter schools and cyber charter schools.” State regulations
must comply with federal standards and may exceed these standards if determined by state

law.

Kimberly Resh testified with her daughter Mikayla at the Commission hearing on August 22,
2013 saying that, nearly forty years after IDEA was enacted, not all students are afforded their

2 This section reflects infarmation from state and federal law, from testimony received by the Commission, and from
the publications of the Pennsylvania Training and Technical Assistance Network
{hitp://www.pattan.net/categorv/Resources/PaTTAN%20Publications) and the Disabiiity Rights Netwark of
Pennsylvarda (hitp://www.drnpa.org/publications/).

8 Pennsylvania Association for Retarded Children (FARC) v. Commonwealth of Pennsyivania, 334 F. Supp, 1257 (E.D.
PA 1971){resolved with a consant decres); Milis v. Board of Education, 348 F. Supp. B&6 (D. DC 1972)(mirrored the
PA decision).

420 United States Code (U.S.C.) Sections 1400 through 1482

§ 34 Code of Federal Regulations (C.F.R.) Part 300.

& 24 Purdon's Statutes (P.S.) Sections 13-1371 through 13-1377.

722 Pa, Code Chapter 14 (special education), Chapter 4 (academic standards and testing for alf children, including
provisions designated for children with disabilities), Chapter 711 (charter schools and cyber charters),
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rights bacause of resource and funding issues. “To even the playing field," she testified,
“funding needs to be proportionally distributed to school districts with greater needs.”

Free Appropriate Public Education

Federal and state law guarantee svery eligible child with a disability the right to a free
appropriate public education (FAPE).

A free appropriate public education is a planned program of education, supports, and services
that takes account of the child's individual needs. An appropriate program allows the child to
make meaningful progress and prepare for education goals, employment, and independent
living. Each child's program must be provided without cost to the family.

Diane Perry, parent of David, testified at the Commission hearing on August 22, 2013 that the
future fives of children with disabilities are shaped by FAPE and their educational experiences in
schoal. Rabyn Oplinger, Childrens Advocate, Disability Rights Network of Pennsylvania,
testified at the Commission hearing on August 22, 2013 that FAPE allows children with |
disabilities to become independent adults and productive citizens within their communities.

Arlene Wheat, Assistant Superintendent for Special Education and Pupil Services, North
Allegheny School District, testified at the Comimission hearing on August 7, 2013 that schools
should provide FAPE because children with disabilities “deserve it."” Dr. Mary Beth Gustafson,
Assistant Superintendent for Special Education, Pocono Mountain School District, testified at
the Commission hearing on June 13, 2013 that a disability can be a barrier to success in the
classroom and must be addressed by the school. Betsy Somerville, Director of Special
Education, Canon-McMillan School District, testified at the Commission hearing on Juna 13,
2013 that each local education agency may have a different interpretation of FAPE, based in
some ways on what they can afford with limited funding.

Several parents testified about the advocacy sometimes neaded to push schoals to provide
appropriate services for their children with disabilities in compliance with FAPE.2 Without such
advocacy, parents feel that their children may fail to develop crucial acadetmic, behavioral, and
social skills. Schools often do not have the special education resources to sffectively serve all
students according to best practices and help them to fully succeed in school and prepare for
adult life. Families that can afford it commaonly pay for additional services to supplement the
free special education program provided at school. f-

Special Education

Special education® is defined as “specially designed instruction” and the “related services”
needed by the child to benefit from that instruction. Dr. Gustafson testified that special
education is not a place, but Is a set of individualized supports and setvices o address the

neads of the student.’
“Specially designed instruction” means that teachers must adapt the content (what s taught), i

methodology (the process used to teach), or delivery of the curriculum to take account of the
child’s learning needs and to ensure the child has access to the general curriculum provided to

children without disabilities.

& Testimony at the Gommission hearing on September 4, 2013 by Cindy Duch, Director of Parent Advising, Parent ;
Educaflon & Advacacy Leadership Center; Audrgy Rasmussen, Esq., Parent; and Jane Stadnik, Parent, !
% Dr. Conner testified at the Commission hearing on June 13, 2013 that gified education is not part of special
education. Gifted studznts who da not have a disability may racelve services under separate state reguiations,
Chapter 16, Such services are not funded through state or federal appropriations for spacial education.

10 Testimony at Commission-hearing on June 13, 2013,
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Children eligible for special education have the right to stay in school through the school term in
which they turn 21 or until they graduate (whichever comes first).

Dale Scafuro, Director of Student Setvices, Central Bucks School District, testified at the
Commission hearing on July 25, 2013 that over the last 30 years there have been significant
positive changes In special education. She said, “We know much more about how to educate
children with disabilifies and our students are mesting goals that years ago we could never have
imagined.”

Local Education Agency (LEA) Responsibility

The school district where the parents live is responsible for making sure that sach eligibie child
Is identified, evaluated, and provided with a free appropriate public education. Children who live
in foster care, group homes, residential treatment, or other facilitles are entitied to receive their
education from the school district in which the facility Is located.

Charter schools and cyber charter schools are also respansible for providing free and
appropriate special education services to eligible students.

Ms. Scafuro testified that local education agencies are required to conduct ongoing activities to
identify students who may be in need of special education, as well as screening students
receiving special education setvices to ensure they make progress on grade level standards. !

David Ramsey, Pupll Services Coordinator, Parkland School District, testified at the
Commission hearing on June 13, 2013 that school districts sometimes cannot plan for
unexpected special education costs arising when a student with significant disabilities moves
into the community and must receive mandatory services. Mark B, Mifler, School Director in
Centennial School District and Co-Chalr of Keystone State Education Coalition, testified at the
Comimission hearing on September 26, 2013 that families often move into his district in order to
access the high quality of special education services provided, especially for studants with
complex needs.

Laura Cowburn, Assistant to the Superintendent for Business Services, Columbia Borough
Schoo! District, testifled at the Commission hearing on July 10, 2013 that communities with
greater poverty and higher numbers of rental properties may experience significant student
transience, making special education costs unpredictable and also increasing overali costs for
mandated services to meet student needs. Dr. Gustafson testified that many children in foster
care come to school with a disability and frequently fransfer in and out of school during the year,
creating large unexpected costs.'®

Michage! Crossey, President, Pennsylvania State Education Association, testified at the
Commission heating on August 22, 2013 that mandated special education services imposes
casts on local education agencies above the level of expenditures for students without
disabilities. Ms. Resh testified that “school districts that take ownership of their most needy
students by providing appropriate supports for their education need greater allocation of special
education funding to do so,” .

Evaluations for Special Education

An “initial evaluation” starts the process of determining whether a child needs spacial education.
Children cannot get special education services until the evaluation is completed.

1 Tesfimony at the Commission hearing on July 25, 2013.
12 Testimony at the Commission hearing on June 13, 2013.
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The initial evaluation determines (1) if the child has a disability and (2) needs special education
as a result, The written evaluation report also makes recommendations about what special
aducation and related services the child needs.

Either the school or a parent can initiate the evaluation process. Both must agree that the
evaluation is needed before the evaluation takes place, [n most cases, a certified school
psychologist must be included as a member of the evaluation team.

The school must use a variety of testing tools and strategies o gather information on the child’s
developmental, academic, and functional levels. In most cases, the child must be evaluated
using the child’s native language (such as Spanish) or other way of communicating (such as
sign language) in order to produce accurate information.

A child who is recelving special education must be recvaluated at least every three years, with
some limited exceplions.

Dr. Gustafson and Mr. Ramsey both testified that the evaluation process often involves
significant time and expense for the local education agency.” Ms. Scafuro testified that the
evaluation process may involve a psychologist, guidance counselor, reading specialist, speech
therapist, general classroom teacher, and other specialists as neaded.™

Eligibility for Special Education

The evaluation team first decides two things: (1) whether a child has a disabllity that makes it
difficult to learn: and (2) if so, whether the child needs special education setvices and supports
as 2 result of that disability, The child must meet both criteria to be eligible for special education.

The law lists different types of disabilities that gualify a child for special education services, To
be eligible, the child must fit into at least one of the disability categories listed in special
education law and the child must need special education (specially designed instruction) due to

the disability. The disability types include:

Autism intellectual disabiiity Spedific learning disability
Deaf-blindness Multiple disabilities Speech or language
Emotional disturbance Orthopedic impaitment impairment
Hearing impairment, Other health impairment Traumatic brain injury
including deafness affecting strength, Visual impairment,
vitality, aleriness including blindness

Service Options for Students with Disabilities Not Eligible for Special Education
Students who are not eligibie for special education may still receive services from the schoal to
help them overcome learning challenges. Support services may include tutoring, counseling,
and other helpful interventions. . '

Only some children who are not sligible for special education will have a direct legal right to
support services. Children can seek legal protections through a “Section 504 Plan” or “ADA
accommodations.”

Some children can receive reasonable accommodations or other support services under a
Service Agreement/Accommodations Plan oursuant to Section 504 of the Rehabilitation Act of

1 Tagtimony at the Commissian hearing on June 13, 2018,
4 Testimony at the Cammission hearing an July 25, 2013,
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1973 and PA Code Chapter 15, Section 504 rights and processes may apply for children who
have a physical or mental disability that “substantially limits” a major life function suich as
learning, thinking, walking, breathing, seeing, or hearing.

The Americans with Disabilities Act (ADA) also requires schools to make reasonable
accommodations for children with disabilities.

Dr. Conner testified that, unlike speclal education, the state and federal governmenits do not
provide funding for the services and accommodations delivered by public schoolis through these

other programs.'®

Individualized Education Program (IEP)

An IEP is a written plan that describes the unique needs of a child who is eligible for special
education and explains the specific services and supports the child needs to make progress in

school,

The |EP explains when the services will begin and the frequency and duration for providing
sach service, The |EP also describes measurable academic and functional goals, where the
setvices are provided, what special training and equipment will be given to the school staff, and
how much of the school day the child will spend with peers without disabiiities.

All of the special education, related services, and other supports listed in the [EP must be
pravided fo the child by the school, Michael Griffith, Senior Policy Analyst, Education
Commission of the States, testifiad at the Commission hearing on July 10, 2013 that the local
education agency is legally mandated to implement the [EP regardiess of cost. Ms. Sometville
testified that the |EP and associated costs are truly individualized for each student.”® Ms. King,
Mr. McAndrews, and Ms. Somerville testified about the importance of intensive and ongoing .
training for both regular education and special education teachers to adequately meet the
individualized needs of students with a wide variety of disabllities, as well as the large cost of
providing such training.” Ms. Cowburn testified about the significant paperwork and
administrative costs associated with meeting |EP requirements and legal mandates for special

education.®

JEP Team

Schooal staff and the parents meet as a team to write and review the IEP. Older students also
may be included in the meeting. The law often requires attendance at Team meetings for the
school staff assigned to the IEP Team for a given student.

The IEP Team must meet at least once every year to review and revise the [EP based on the
child’s progress on annual goals, the child’s progress in the general education currculum, any
re-evaluations that have been done, and parent or teacher concerns,

Ms. Fick and Ms. Somerville testified that Team meetings are more effective when the local
education agency invites the participation of social workers and case managers who may serve
the child through other local and state agencies, but this practice requires time and imposes
administrative costs on the LEA.*

15 Testimony at the Commission hearing on June 13, 2013,
16 Testimony at the-Commission hearing on June 13, 2013,
7 Tegtimony at the Commission hearing on June 13, 2013,
1 Tastimony at the Commission hearing on July 16, 2013,
8 Testimony at the Commigsion hearing on June 13, 2015,

Special Education Funding Commission Report 18




Least Restrictive Environment

The law presumes that children with disabilities should be taught in the “least restrictive
environment” with children who do not have disabilities to the maximum extent appropriate.

If the child cannot be included in regular education classes for the whole school day, the IEP
Team must consider what part of the child's program (including academic classes, hon-
academic classes, lunch, recess, and extracurricular activities) the child can aftend with children

who do not have disahilities.

in most situations, the law gives children with disabliities a right to be educated in a reguiar
clagsroom if they can make reasonable educational progress in that setting when they are given
appropriate supports and services.

Ms. Resh testified that inclusion benefits both students with disabilities and all students,
steaching life lessons that are as impartant as academics — understanding, compassion, and
acceptance.” ‘Ms. Perry testified about the benefits of inclusion for her son, such as improving
his reading skills by exposing him to materials at higher grade Isvels and allowing him to
develop life ambitions similar to his non-disabled peers.”’ Ms, Resh testified that schools are
often unable to provide the supports needed to more fully include children with disabilities in the
least restrictive environment because of resource and funding issues.?? Lisa Lightner, Parent
and Advocate, Arc of Chester County, testified at the Commission hearing on September 26,
5013 that the education profession now knows how to successfully include all students In typical
classrooms but the lack of resources in some schools means that effective inclusion may not
occur.

Mz, Wheat testified that the North Allegheny School District is proud of its high rate of inclusion
of students with disabilities in the least restrictive environment, but this comes at a high cost.?
Jennifer King, Inclusion Gonsultant, Include Me From the Start, testified at the Commission
hearing on June 13, 2013 that inclusion rates vary widely between local education agencies,
with Pennsylvania as a whole ranked about 28" in the nation. Ms. King testified that schoals
are often fearful to include students with significant disabilities in regular classrooms due to lack
of training, technology, and support services. Ms. Somerville testified that some schools are not
proactive in addressing student needs in inclusive settings because it is very costly to provide
appropriate training and supports for classroom teachers.?* Sandra Edling, Assistant Director of
Management Services, Montgomery County Intermediate Unit, testified at the Commission
hearing on July 10,2013 that inclusive physical education programs sometimes require

expenditures for specialized instructors and adaptive equipmerit.

in addition to inclusive practices, Ms. Edling testified that local education agencies must also
provide separate and specialized classrooms tor some students based on significant need,
serving students with more severe autism, emotional disorder, o multiple disabilities. State law
establishes fimits on the size of thess separate classes, often with high associated costs for
very small student-teacher rafios as well as the need for one or mare classroom aides.”

2 Tagtimony at the Commission hearlng on August 20, 2013,
2 Tastimony at the Commission hearing on August 22, 2013.
2 Testimony at the Commission hearing on August 22, 2013,

3 Testimony at the Commission heating on August 7, 2013. . )
24 Testimony at the Commisston hearing on Juns 13, 2013. Ms. Sometville testified that using effective inclusion
practices such as co-teaching can annually cost more than $30,000 just for ans student in one classroom.

% Tastirnony at the Commission hearing on July 10, 2013
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Progress in the General Education Curriculum

The IEP is designed so the student’s needs are met and the child can make progress and be
involved in the general education curriculum. “Progress” and “involvement” are broadly defined
to meet [EP goals and do not require children with disabilities to do all of the same work at the
same level and pace as other students.

The “general education curriculum” means the curriculum that the school follows for all students
at the child’s grade level. The law presumes that children with disabilities should be taught what
all other children at their grade level are taught unless thers is a good, disability-based reason
why they should be taught at a different level. The schoal cannot refuse to include the child in
the general curriculum solely because the curricuium would need to be modified for the child.

Support Options for Students Eligible for Special Education

In general, supports can assist children to learn academic skills (learning support), to cantrol
behaviors (emotional support), or to acquire basic living skills (life skills). Students must receive
approptiate supports in the least restrictive environment.

Levels of support are also defined by the amount of time in a typical day the child receives
special education supports:

“Hinerant support’*(pArovided for 20% ot less each day);
“‘Supplemental support’ (more than 20% of the day but less than 80% of the day); or
“Fuli-time support” {provided for 80% or more of the day).

Lee Ann Wentzel, Superintendent, Ridley School District, testified at the Commission hearing on
July 10, 2013 that there is a great disparity of cost and services within these levels of support,
perhaps with overlapping costs between the levels for some students.

Examples of supports and related setvices include curriculum adaptation, therapies (speech,
physical, occupational), school health services, assistive technology, transportation, behavior
counseling, and fraining and assistance for teachers. Staffing needs include program
administrators, teachers, classroom aides, inclusion specialists, psychologists, social workers,
expert therapists, behavior specialists, technology experts, personal care assistants, health
professionals, transition coordinators, specialized consultants, and private service providers,

Ms. Scafuro testified that provision of appropriate services and supports are important to help
the student make progress in the general education curriculur in the least restrictive
environment.® Decisions about services are made by Jocal education agencies through the IEP

process in coliaboration with parents.

Colieen Tomko testified with her son, Shaun, at the Commission hearing on August 22, 2013
that adequate funding for special education aliows schools to provide naeded services in a
timely and cost-gfficient manner, instead of waiting until & crisis requires more expensive
approaches. Ms. Oplinger testified that funding shortages and rising costs are currently forcing
many local education agencies to cut back on services and suppoits, such as reading
instruction for older students and professional development for teachers and other staff.?

Ms, Edling testified that many communities in Pennsylvania are experiencing a shortags of
trained and certified service specialists, such as aceupational therapists, creating competition to
hire their services and raising costs for local education agencies.® She also testified that health

% Testimony at the Commission hearing on July 25, 2013,
¥ Testimony at the Gommission hearing on August 22, 2013,
% Testimony at the Commission hearing on June 18, 2013,
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or medical services can be costly but are necessary to allow students to access their
educational instruction.

Mr. Ramsey testified that assistive technology has become an increasingly essential component
of special education with significant associated costs that all districts may not be able to afford.®®
Ms. Edling testified that assistive technology costs are often increased when substantial training
is required for praper use of the equipment or when student needs are better identified or
change over fime.® Ms. Habecker testified about the importance of assistive technology for
giving all students access 10 teaching and learning.®’

Ms. Somerville testified that behavior support services and transportation for students with
specialized transportation needs can also be very castly.® Ms. Cowburn testified that
transportation costs can he especially high for small school districts needing to bus their
students whe receive special education services in neighboring districts or the intermediate
unit.?® David Matyas, Business Administrator, Central Bucks School District, testified at the
Gommission hearing on July 25, 201 3 that large school districts also face chalienges in coping
with high transportation costs due to the large number and diversity of students. Mr. Matyas
testified that most special education transportation costs for students with disabilities are not
funded through the state budget line item for school transportation.® Dr. John George,
Executive Director of Berks County Intermediate Unit, testified at the Commission hearing on
September 26, 2013 that special education transportation costs are influenced by distance
traveled to special service providers, additiona! personnel needed to help the students,
speclalized eguipment such as wheelchair lifts, and uncompensated transportation required for
early intervention services by non-district programs.

Dr. Maria Edelberg, Assistant Executive Director at Delaware County Intermediate Unit 25,
restified at the Commission hearing on July 25, 2013 about examples of the wide variety of
services and supports needed for students with disabilities, including wrap-around mental health
and behavioral supports, cne-on-one speech and language therapy to improve communication,
adapting written materials for students with limited vision, and optimal positioning of studenis
who use wheelchairs as well as providing some upright movement. Dr. Edelberg also testified
about legal limitations on teacher-student ratios and age ranges allowed within specialized
classrooms, resulting in significant costs for multiple small instructional settings.

Program Modifications and Specially Designed Instruction

The |EP describes the specialized instruction, methods, and strategies that will be used by the
sehool to help the child advance toward raaching the IEP goals, fo be involved and make
progress in the general education curriculum, and participate in extracurricular and

nonacademic activities.

All supports and services must be “based on peer-reviewed research to the extent practicable” -
research studies showing that the strategies are successful in helping children wiih similar
needs to learn and make progress. Dennis McAndrews, Esg., Managing Partner, McAndrews
Law Offices, testified at the Gommission hearing on June 13, 2013 that many schools have not
yet met this standard, meaning that more rigorous services may actually be needed for

29 Tegtimony at the Commission hearing on June 13, 2013,

30 Tegtimony at the Commission hearing on July 10, 2013,

1 Tpstimony at the Commission hearing an September 26, 2013.
32 Tgstimony at the Commission hearing cn June 13, 2013,

3 Tgstimony at the Commission hearing on July 10, 2013

3 Tpstimony at the Commission hearing on July 25, 2013,
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students. Dr. Gustafson testified that “research-based practices really work and how do you
put a price tag on that?"38 :

Ms. Scafuro testified that the direct provision of specialized instruction and strategies for
students are only one aspect of achieving successful results.® Equally important is the formal
coordination of these strategles with all classroom teachers and the family, so that the child
receives consistent support in all environments. Such coordination services can be time
consuming and costly, :

Extended School Year (ESY) Services

All children with a disability must be considered for ESY. ESY services may be appropriate for
a child who loses skills over the summer or other school breaks or for a student who needs the
extra time to learn skills that are crucial to receive an appropriate education. Ms. Edling testified
that ESY services incur costs for teachers and building operations during months when these
expenses may not otherwise occur.”

Transition Planning

For children age 14 and older, the |IEP must include ~ and the school must provide — services
and supports needed to help the student achieve post-high school goals for higher education,
employment, independent fiving, and community participation.

Ms. Oplinger testified that the additional expense of providing transition services through a
student’s twenty-first birthday allows the time and support they often need to make a successful
transition to adult life, but that many schools lack the resources and funding needed 1o provide
quaiity programs.® Dr. Jacayin Aurls, Director of Student Services at Chester County
Intermediate Unit 24, testified at the Commission hearing on July 25, 2013 that effective
transition services often take place in natural environments outside of the traditional school
building, requiring student supports that are not provided in regular school settings. She listed
transition cost factors such as fees for learning how to use public services, rental of community-
based life skills facilities, and behavior specialists and supports to facilitate acceptance into the
community. Ms. Edling testified that the delivery of transition services sometimes involves costs
for establishing job experience sites and coaches, as well as transportation during the school

day.®

Written Notices and Dispute Resolution Processes

Schools are required to give written notice to parents about most special sducation matters,
providing explanations and offering opportunities to discuss the issues.

A variety of administrative processes exist to help schools and parents resolve disputes,
including IEP team meetings, complaints to the Pennsylvania Department of Education’s
Bureau of Special Education, mediation services through the Pennsylvania Office for Dispute
Resolution (OCDR), and due process/special education hearings (also offered through ODR).

‘Ms. Scafuro testified that litigation costs have increased over the years, due to disagresments
with parents.* Many disputes involve parent requests for private placement in very expensive

25 Testimony at the Gommission hearing on Juns 13, 2013,
% Testimony at the Commission hearing on July 25, 2013.

7 Testimony at the Commission hearing on July 10, 2013.

3 Testimony at the Commission hearing an August 22, 2013,
3 Testimany at the Commission hearing on Juty 10, 2013.

0 Testimany at the Commission hearing on July 25, 2013
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settings outside of the school district. Dr. Gustafson testified that a local education agency can
count on a minimum cost of $30,000 for the legal expenses involved with even a simple due
progess hearing for a single student.*" Mr. Weiss testified that schools often take defensive
action by committing to provide costly services to a student in order 10 avoid litigation.*

Early Intervention .

Programs and setvices tor children with disabilities or developmental delays from birth to age
three are called "Early Intervention” (EI).

E[ Preschool Services often continue supports for children from age three through their entry to
kindergatten or first grade.

Nicolyn Habecker, Parent and Advocate, testified with her son Joshua &t the Commission
hearing on September 26, 2013 about the importance of funding to support the capacity of
schools for sufficient communication and collaboration between families, El providers, and |LEAS

at the time of fransition between these programs.

Intermediate Units

The 29 Intetmediate Units (IUs) in Pennsylvania provide a wide variety of special gducalion
services in support of iocal education agencies. Dr. Barry Galasso, Executive Director, Bucks
County Intermediate Unit 22, testified at the Commission hearing on July 25, 2013 that each U
offers a somewhat different mix of services, including administrative supports, direct student
instruction, various therapies and student supports, assistive technology, professional
development for teachers, consulting expertise, and many other services. Dr. Edelberg testified

that 1Us often serve students with significant disabiliies and costly educational nesds.®

Dr. Anthony Grieco, Exscutive Director of Luzere Intermediate Unit 18, testified at the
Commission heating on July 25, 2013 about the zero-based budgeting method used by Us fo
bill school districts for services provided to their students. This method incorporates all costs
incurred by the U for meeting the needs of each student, many with significant disabilities.
When a particular school disirict experiences growth in related needs for students, JUs can heip
the district to bring these students back into the neightorhood school with appropriate services.

Dr. Auris testified that [Us provide services o charter schools and cyber gharter schools,
including on-iine services for students and professional development for teachers in a central

location.*

Approved Private Schools

Nan Porter, School Director, Martin Luther School, testified at the Commission hearing on
August 22, 2013 that approved private schools serve students with severe and complex
disabilities who cannot have their needs met in local education agencies and Who have
otherwise struggled to siay successfully or safely in school# 32 approved private schools
operate in Pennsylvania, certifled and licensed by the Commonwasalth, serving over 3,500
students in day and residential programs. APS students represent the full range of disability
types, but have the most complex needs within ecach disahiiity type or have multipte disabilities.

e X
41 Fegtimony at the Gommission hearing on June 13, 2013.
a2 Tegtimony at the Commission hearing an August 7, 2013,
23 Testimony at the Commission hearing on July 25, 2013.

4 Tagtimony at the Gommission hearing an July 25, 2013,
45 The information in this saction reflects the testimony of Ms. Porter as well as pennsylvania statutes found at 24
P, S. §§ 13-1571, 13-1372, 13-1376 and 13-1377 and state regutations for APS jound at 22 PA Code Chapter 171.

—
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Approved private schools also work with local education agencies as appropriate 1o support
education of students in their neighborhood school when the more restrictive APS environment
is not needed, Placement at an APS is decided by the IEP Team for the student, including the

child's family and the local education agency.

{_ocal education agencies can apply to the Pennsylvania Dapartment of Education for approval
of funding for an APS placement. PDE sets a different tuition rate for each APS in consideration
of factors including costs to meet the needs of students served at the APS. Upon approval of
funding, the state covers 60 percent and the LEA covers 40 percent of the APS tuition. LEAs
can also place a student at an APS through the IEP process without seeking funding from the
state, thus paying the full tuition rate. The state appropriates funding for the APS system
through the annual budget process, with state law mandating that this line item receives an
annual increase at the rate of 125 percent of the increase in the special education line item. For
students with state-approved tuition payments, the LEA’s share of the APS tuition is not actually
sent by the LEA to the APS, but is withheld by the state from LEA funding to balance out the
funding level in the APS budget line item. Due to the flat state funding of special education in
recent years, most approved private schools now have limited slots for students with state-

approved tuition payments.

Other Human Services Agencies '

Local human services agencies also sometimes provide related services for school-age
students with disabilities. These services may Include case management, behavioral health,
and supports for parents and families. The level of funding for these agencies has an influence
on the special education costs of local education agencies. Dr. Auris and Dr. Edelberg testified
that LEAs must pick up the costs to aliow the student to learn and make progress under state
and federal laws, if the services are needed by the student and the local human services
agencies are unable to offer or pay for such services.® Karl A. Romberger, Jr., Esg., Sweet,
Stevens, Katz, & Williams, New Britain, PA (Pennsylvania School Board Association), testified
at the Commission hearing on September 26, 2013 that this arrangement often makes the LEA
the “provider of social and behavioral health support services by default.” The collaboration
between LEAs and local human services agencies are especially important for students age 14
and older in need of transition services, aiming to avoid gaps in services as students enier

adulthood.

%5 Testimony at the Commission hearing on July 25, 2013.
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SUMMARY OF PENNSYLVANIA DATA ABOUT SPECIAL EDUCATION

Special aducation for-students with disabilities is an important aspect of public education in
Pennsylvania.? The size and scope of special education aré considerable, presenting one of
the largest influences on teaching, learning, funding, and overall school operations.

Statewide Enrollment

There are 268,466 students with disabifities receiving special education services in
Pennsylvania public schools. Thisis 15.2 percent of the total 1.76 million public education
students in the state. In other words, special education involves one out of every 6.5 students.

The composition of students eligible for special education by race and ethnicity is nearty the
same as for all students in the state.

American Indian / Alaskan Native 0.2%.}

Asian 1.3% 3.3%

Black or African American 18.1% 156.4%
_}-ﬁpanic 8.8% 8.7%
__r\ﬂu”_\ti_-ﬁacial 0.9% 1.9%

Native Hawaiian / Pacific lslander 0.0% 0.1%

White 70.7%

I
268,466
STATEWIDE ENROLLMENT TOTAL or 15.2%

1,76 million

Special education enroliment has grown and changed over the last 20 years. There have been
significant shifts in the total number of students receiving special education as well as the
percentage of all public education students in the state.

Total Number 207,385 298,164 268,466
| e
o, of All Students 12.2% 12.89% 15.2%

public education students 1,70 million | 1.77 million i 1,76 million

DOr. Conner testified that while enroliment has grown OVer time, many students also need more
intensive services to meet their needs and additional supports for inclusion tn reguiar

Special education students:

Total number of all

e
47 The data in this section comes from the Pennsylvania Department of Education. All dafa is fram 2011-12, the most
recent year for which all categories of data are available, except where otherwise indicated. Data totals include all

ic education students in the state, unless otherwise indicated. Ses

publi
httg://www.educatlon,state‘ga.us/gorkal/server.gt/communigy/data and_statistlcs/7202. Also see

httg://genndata.hbg.psu‘edu/ .
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classrooms.* Dr. Gustafson agreed that student needs have intensified due to changes in
diagnosis and eligibility for special education, including mental health and behavioral health
needs.® Mr. McAndrews testified that the teaching profession knows much more today about
the science of how children with disabllities learn to read, write, compute, socialize, and behave,
compared to 1975.59 He explained that research has helped schools to better identify and serve
student needs, and federal law was amended in 2004 to require special education instruction
and related services fo be based on peer-teviewed research wherever practicable.

Educational Setting

Mast children with disabilities are included in regular classrooms and receive all or much of their
academic instruction alongside students who do not have disabilities. Some children receive a
portion of special education services in mare Intensive settings within their nelghborhood
school, Special education for a relatively small number of students is provided.in separate day
programs or residential schools dedicated to offering the most intensive services.

e
ore of the day 62.2%
Between B0% and 40% 24.1%
Less than 40% 8.2%
In other settings 4.5%

Inclusion for students with disabilities has completely changed over the last 20 years, In 1991-
92, only 1,118 students in Pennsylvania received special education services in a regular’
classroom for the entire school day. By 2001-02, 43 percent of students (totaling 98,241) were
included in regular classes more than 80 percent of the day.

Ms. King testified that cost is often more closely associated with the kinds of support services
needed by an individual student, rather than the educational setting itself.”! toulse Fick,
Supervisor of Special Education, Parkland School District, testified at the Commission hearing '
on June 13, 2013 that there is a wide variety of students with disabilities within different settings

in each local education agency, which affects cost.

4 Testimony at the Commission hearing on June 13, 2013.
48 Tegtimany at the Commission hearing on June 13, 2013.
8 Tastimony at the Commission hearing on June 13, 2013,
5 Testimony at the Commission hearing on Jure 13, 2013,
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Student Dizabilities

63 percent of all Pennsylvania students receiving special education setvices have either a
speech-language impairment of a specific learning disability. 15 percent have an intellectual

disability or autism.

Autism 0.2% 1.3% 7.8%
Deaf-blindness 0.0%| 001%| 003%
Emotional disturbance 8.5% 7.0% 8.8%
Hearing Impairment 1.4% 0.9% 1.0%
Intellectual disabllity (mental retardation) 11.5% 8.1% 7.1%
Multiple disabliities 0.2% 0.8% 1.1%
Qrthopedic impairment 0.6% 0.4% 0.3%
e angth iy, alerness) 0.0% | 1% 102%
Specific learning disability 30.1% | 41.8% | 47.9%
Speech or language impairment 20.0% 11.9% 15.1%
Traumatic brain injury - 0.6% 0.1% 0.3%
Visual impalrment 0.5% 0.4% 0.4%

As science and health care have progressed over the years, students are being identified for
different kinds of disabilities. Twenty years ago, more students were identified as having a
speech-language impairment, but fewer with a specific learning disability. Far more students
were identified in the past as having an intellectual disability, while autism was almost unknown.

Mr. Matyas testified that Central Bucks School District and other local education agencies have
experienced a large shift in students from lower cast disabilities to higher cost disabiities,
greatly raising educational expenses despite stable overall special education enrofiment totals.*

Dr. Gustafson testified that one in fifty-five children are now identified with autism compared to
one in ten thousand in the past.®® Ms. Scafuro testified that many children with autism may
have been misidentified in the past.®* Ms. Edling testified that the number of students with
autism in Montgomery County increased over 31 percent just between 2009 and 2012.%

Academic Achievement

Because most students receiving special aducation have relatively “mild" disabilities and are
included in regular classrooms for academic instruction, they are able to perform adequately on
standardized tests. Of course, academic results require appropriate supports and services. Mr.
McAndrews testified that this is demonstrated in school districts with mare resources, where
students with disabilities often have relatively strong test scores regardless of socio-economic

52 Testimony at the Commission hearing on July 25, 2013.
53 Testimony at the Commission hearing on June 13, 2013.
5 Testimany at the Commission hearing on July 25, 2013.
55 Testimany at the Commission hearing on July 10, 2013.
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factors.5 In high-poverty school districts, students with disabilities generally have very low test
scores. Statewide, students with disabilities demonstrate a large average achievement gap
compared to students who do not have disabilities.

50 poorest PA school districts 29% (special education students) 0.7796
50 wealthiest PA school districts | 58% (special education students) 0.2135
Statewide Avg. — Special Ed 40% NA
Statewide Avg, — All Students 74% NA

Differences beiween Local Education Agencies

Different conditions exist for special education among the hundreds of local education agencies
in Pennsylvania. For example, school districts face different situations than charter schools and
cyber charter schools, as well as vocational technical schools. Great variation ocours from
district to district and school to school.

First, the percentage of special education students compared to alf students varies widely
among local education agencies. Some school districts have a total student population with
less than 10 percent of children receiving special education services. Other districts have over
25 percent of all students who receive special education. A similar range exists for other kinds

of local education agencies.

Under 10%

10% to 11.9% 49
12% to 13.9% g2
14% to 15.8% 129
“16% 10 17.9% 117
18% to 18.8% 70
20% to 21.9% 24
22% 10 25.9% 7
26% and higher 4
Statewids Averags = 15.2%

Second, there is a great range in the number of students within sach local education agency
receiving special education services. Some school districts enroll less than 100 special
aducation students. Others enroll more than 3,000. With same exceptions, the smaller size of

56 Testimony at the Commission hearing on June 13, 2013.
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most charter schools, cyber charter schools, and vocational technical schools means they enroll
a relatively small number of students receiving special education.
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Under 100 17
100to 199 113
200 to 289 g7
300 to 389 75
400 to 499 49
500 fo 599 39
600 to B899 19
700 to 798 - 28
800 to B89 10
900 to 999 8
1,000 to 1,189 15
1,200 to 1,499 , 14
1,500 10 1,989 9
2,000 to 2,989 6
3,000 and over 3
“Reading SD = 3,169, Pittsburgh = 4,890. Philadelphla = 20,784.

Statewide Average = 506

Third, local education agencies show great differences in the raclal composition, inclusion rate,
and type of disabilities among their special education student population. Larger local education
‘agencies typically enroll a greater number of students with a wider variety of disabilities and
needs. Smaller LEAs face a more limited range of student needs, but may not have systems
and resources in place to meet the needs of individual students who present less common
disabilities. Two additional complicating factors include local rates for property taxes and
povetty, reflecting the community's abifity to generate iocal revenue to support public schools.
‘No two LEAs are the same, when these multiple factors are considerad.

Msa. Cowburn testified that schools in many of Pennsylvania’s urban areas face high poverty,
low property values, and high numbers of students with disabilifies, making it difficult for local

taxpayers to provide the resources needed to adequately fund special education services.s Mr.
Griffith testified that similar challenges are faced by public schools nationwide. %

S7 Testimony at the Compmission hearing on Juiy 10, 2013,
58 Tastimony at the Comimission hearing on July 10, 2013.
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astern choo

| 355 special ed students (11.5% of all students)

1,895 special ed students (18.4% of all students)

Auttsm. Emotional disturbance. Intellectual
disability. Other health impairment. Specific
learning disability. Speech-language
impairment.

Sams disabilities as Eastern Lancaster, plus —
Hearing impairment; Multiple disabilities

85% of special ed students are White.
59% Black; 5% Hispanic

20% of special ed students are White.
22% Black; 57% Hispanic

64% of special ed students are inside regular
classes for B0% or more of the day

56% of special ed students are inside regular
classes for 80% or more of the day

27% of all students are in poverty

78% of all students are in povery

13.8 squalized millage rate (property taxes)

4.4 equalized millage rate (property taxes)

$4,577 in state special ed funding per special
ed student

$4.368 in state special ed funding per special ed
student

$11,308 annual special ed expenditures per
student, not including regular ed & other costs.

$11,910 annual special ed expenditures per
student, not including regular ed & other costs

Expenditures for Special Education

Local education agencies spend different amounts on a per student basis for special education.
Some school districts annually spend more than $25,000 per student just for special education
costs. Other districts spend less than $7,000. These amounts do not include regular education
costs incurred for children with disabilities, In addition, there are other expenses dedicated to
meeting the needs of students receiving special education services. These additional expenses
are not easily accounted for, but often involve accommodations for children included in regular
classrooms, transportation costs, and other necessary costs.

Under $7,00 13
$7,000 to $7,998 34
$8,000 fo $8B,999 53
$9,000 to $9,999 82
$10,000 to $10,999 B4
$11,000 to $11,999 87
$12,000 to $12,999 5

$13,000 1o $13,999 33
$14,000 to $14,999 16
$15,000 to $15,999 23
$16,000 to $1€,999 13
$17,000 t0. $17,999 12
$18,000 to $18,999 8

$20,000 to $24,999 8

$25,000 and over 1

Statewide Average = $13,028
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Ms. Cowburn testified that special education costs are the most rapidly growing part of the
budget for local education agencies.”® She explained that because of the strict legal mandates
for special education services to meet the needs of students, local education agencies must
often cut back on regular education spending to find resources in the budget for increasing
special education costs. Amber Mintz Foote, Parent and Advocate, testified at the Commission
hearing on September 26, 2013 that many LEAs also do not have the resources to provide
needed speclal education services. Ms. Mintz said, “Schools are often in the uncomfortable
position of having o say ‘No’ when they want to say “Yes' because the money and staffing are

just not there.”

Revenue Sources for Special Education

Mr. Griffith testified that federal funding for special education is appropriated through the
individuals with Disabilities Education Act (IDEA). In2012-13, federal funding for all states was
$11.7 billion.®® Each state recelves funding either based on its jeval of IDEA doliars in 1899
(hold harmiess) or through a formula weighted 85 percent for total student enrallment and 15
percent for a count of students who are [iving in poverty (34 CFR 300.703). [DEA does not
mandate any particular mix of state and local funding to cover the remaining special education
costs, but states are prohibited from reducing special education appropriations.

Ms. Cowburn testified that for the 3011-12 school year, local education agencies in
Pennsylvania spent $3.3 billion on special education instructional costs.B! Total state funding
was $960 million and federal funding was $340 million, meaning that local taxpayers provided
%2 billion of special education costs,

539 Testimany at the Gommission hearing on July 10, 2013.
80 Testimony at the Commission hearing an July 10, 2013,
& These costs are reported as Gafegory 1200 according to state accounting procedures, and do not include other

related expenditures for special education.
& Tastimeny at the Commission hearing on July 10, 2013,
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SPECIAL EDUCATION FUNDING FORMULAS IN OTHER STATES

Many states face funding challenges for special education similar to the situation in
Pennsylvania. While a variety of formulas are used in different states, several common factors
can help inform the development of a state funding system for special education by the
Pennsylvania General Assembly,® _

Challenges Facing the States (includiﬁg Pennisylvania)

Federal law requires schools to provide the supports and services needed for all children with
disabilities to receive a free appropriate public education. In suppert of these standards, the
federal government provided a national fotal of $11.9 billion in special education funding In
2010-11.% Pennsylvania received $451 million in federal funding for special education in that
year. This amount was less than 14% of total expenditures for special education in
Pennsylvania public schools. »

State appropriations for special education are vital to students and schools because foderal
resources ate far from sufficient. This places significant scrutiny on the fairess of state
formulas used to distribute state special education dollars among local education agencies.

State funding systems also face challenges due to increasing numbers of students identified
with disabilities. Nationwide, as in Pennsylvania, the number of students receiving special
education services has grown in recent years. Improvements In research, medical treatment,
and educational practices have Jed to higher identification rates In most states.
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Special education students:

See similar datg for Pennsylvania on page 25 above.
Source: Natl. Center for Education Statistics at http://nces.éd.uov/fastfacts/disglag.asg?id=64.

In addition, all states now include students with disabilities in state academic assessment
systems. Public release of standardized testing results places an emphasis on the educational
heeds and achievement gaps of students recelving special education services. This further
increases the pressure on state funding systems.

State NMechanisms for Funding Special Education

State mechanisms for funding special education programs and services commonly aim to
support the averall objectives of state and federal standards for educating children with
disabilities. These standards include providing a free and apprapriate public education in the
lsast restrictive environment for students with disabilifies along the full range of need, Because
state funding formulas have the potential to impact a wide range of special education decisions
by local education agencies, many states design their formulas to avold giving incentives for

& Background information for this section was provided in testimony at the Commigsian's public hearing on July 10,
2013 by Michael Griffith, Senior Policy Analyst, Education Comrnission of the States {ECS) and at the hearing en
September 26 by Deborah A. Verstegen, PhD, Professor, Education Finance & Policy, College of Education,
University of Nevada. Addifional background information was utilized from other ECS publications found at
nttn://www.acs.ora/htmllissueSection.asp?issueld=1 12&sublssuaid=57&ssID=0&s=What: States+Are+Doing.

5 Gee 1J).8. Education Appropriations, National Centar for Education Staiistics,

http/nces.ed,qov/programs/digest/di 2hables/dil2 424.asp.
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over-identifying students, classifying students into more severe disability categories, or moving
students into more segregated settings based primarily on funding considerations.

States use one or more different mechanisms for special education funding. All of these
approaches recognize that additional resources are needed to support the education of students
with disabilities, above regular education expenditures, State funding is appropriated in some
states:

1. Through an independent state formula dedicated solely to special education, separate
from the main school funding mechanism,

Pennsylvania has long maintained an independent formuia for special education. Thirty-
one states follow this practice.

2. By including special education siudents along with other cost drivers in the state's main
funding formula. ‘
Pennsylvania has included students in poverty and English Janguage learners within the
main formula for Basic Education, but not students with disabilities. Eighteen states
have “unified" formulas that incluf:ie special education.

3. Using additional budget line items to provide state funding for expensive programs or
students with very high-cost special education needs.

Pennsylvania operates the Gontingency Fund for this purpose, as well as a separate line
item in the budget for Approved Private Schools. Thirty-one states operate programs fo
provide acditional funding for students with very high needs/costs or intensive programs
such as extended school year services. :

States with Independent Formulas for Special Education Funding

States use three general types of funding formulas for special aducation - Cost Approach;
Census Approach; and Combined Approach.®® Each stafe employs a unique variation on these
basic formula types, so that no two states are identical. In addition, states often change their
special education formula over time based on educational, tunding, and other considerations.

The Cost Approach. This type of formula assumes that the state should distribute funding to
lacal education agencies (LEAs) based on the costs associated with educating students with
disabilities. The state often funds part of the total cost, with the LEA paying for the remainder
from local and federal sources. Many states also put a cap on the costs funded for any
particular LEA or for the state as a whole.

Costs are measured in different ways. Some states provide a flat dollar amount for every
student. Other states assign a cost welght to different students based on thelr disability, type of
placement,®® or the intensity of services they need. The-numbser of weights varies, ranging ftom
three or fewer weights in some state formulas to more than a dozen in others.

& Studies use somewhat different ways to define special education tormulas and to count the number of states using
each formula type. A general estimate is that over 30 states use the Cost Approach, under 10 states use the Census
Approach, and almost 0 states in total use a Combined Approach,

8 Sfates using placement-based foymutas assign different relative costs for the education for students with disabilities
in inclusive {regular) classroom settings and for education in ssparate (self-contalned) settings. Some states
estimate that inclusion costs more than separate settings or should recelve greater fiscal incentlvas, while other

gtates assume the opposite,
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A few states use cost formulas measuring the total special education services provided by an
LEA, rather than using a student basis for cost. Service cost or resource-based formulas
usually measure student-teacher ratios or classroom units for different kinds of services,

Other states focus an actual expenditures, rather than direct costs. The formulas in these
states provide “reimbursement” for a percentage of LEA expenditures for special education.
States consider LEA expenditures that are appraved by regulation or administrative review.
Limits or caps are usually placed on the funding calculated by this approach.

The Census Approach. This type of formula provides funding based on the number of students
receiving special education services in each LEA. Some states assume that all LEAs have the
same percentage of students with disabilities. Pennsylvania has used the Census Approach for

many years.

The Combined Approach. Many states combine the Cost and Census Approaches. A
Combined Approach uses a formula or multiple appropriation line items that reflect both costs
and student counts, :

Student Variables. The number and type of student variables within independent special
education formulas differ widely from state to state. Some states have twelve or more student
variables, reflecting diverse categories of student cost, need, or enroliment. Other states have
only one or two variables, meaning that several special education factors are aggregated inte
broader categories. States commonly set a weight for each variable and a base cost for the
overall formula, although the values for these factors vary widely between the states. Some
states balance these factors, setting higher weights to compensate for a relatively low base
cost. Many states place a cap on each variable, providing funding based on actual student
count or cost data for each local education agency up to a set level. Such caps protect against
over-identification or excess costs. Because of the great variety in how states use and define
student variables, there is little consistency between the variable weights utilized in different

formulas.

States that Include Special Education within the Basic Education Formula

Rather than appropriating state funding through an independent special education formula,
some states incorporate students with disabilities into the main formula for public education.
The main formula then includes variables that distribute funding based on cost or enrollment
data for special education. In this way, the same formula concepts described above are utilized
within the unified funding system. Most states with a unified formula also appropriate funding
through separate programs for especially high-cost special education students or services. .

Separate Funding Systems for High Cost Students or Services

Many states recognize that no single formula can account for students with the most complex
needs, far outside the range of average special education costs. A relatively small percentage
of students have educational needs that require very expensive supports and services. Special
education formulas are generally not designed to address these extraordinary situations.

States often establish saparate mechanisms to provide funding for high-cast students. The
definition of “high cost” varies from state to state, ranging from $10,000 to over $50,000 of total
spending per student.

in addition, some states appropriate funding directed for special education services with
extraordinary costs, such as extended year (summer) programs. '

34
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Most states limit the funding available for these high cost systems, using a percentage of the
total cost, providing tunding only over a set cost level, or capping the appropriations avaitable in
a given yeal. In these states, the claims by local education agencies usually exceed the funding

available for distribution.

Trends in State Funding Formulas

"It is difficult fo discern any universal trends in special education formulas. Each state tends o
have a unigue approach to funding education for students with disabilities.

However, many states have afttempted to increase the accuracy of their formulas in recent
years, States seek greater accuracy by using up-to-date, data-based formula variables, rather
ihan treating all students and schools as if they have the same needs. Formulas with multiple
variables are genetally more accurate than single-variabie formulas.

Sorne states have moved away from formulas with variables based on student disability labels,
sych as autism of speech impairment. Research shows that disability types are often not
correlated with cost or need for services. For example, some students with autism may require
expensive Services while other autistic students do not. Ms., Scafuro testified that “the disability
does not drive the cost, the needs drive the cost."™® Mr, Moss agreed, explaining that years ago
the Pennsylvania Department of Education stopped using disability types to award resources
from the Contingency Fund, becausse thers was no relationship to actual cost or need.®

Similarly, formulas pased on the type of student placement may lack accuracy. Students who
are fully included in regular classrooms may have a wide range of costs. Costs also vary for
students receiving most setvices in a separate special sducation classroom.

- One method for improving accuracy is to use a formula that cansiders the ability 1o pay of each
local education agency- Seme communities are better able to generate local funding than

others to support their schools.

For a variety of reasons, some states aré moving their independent special education formula
into the main basic education formula, along with other student groups with higher gducational

costs,

Mr. Crossey testified that an effective special education formula should take into consideration
the range of student needs and the actual cost of providing services.® Dr. Galasso testified that
formula accuracy is important to support costs incurred by local education agencies, but may be
difficult to fully ac;hieve.70 Special aducation costs tend 1o be highly fluid, changing during the
course af a given school year as student needs change and as some students with disabilities
move in and out of the school. Dr. Auris and Dr. Edelberg added that some LEAs may be able
to establish a level of stable fixed costs, but this often requires a sizable student population with
similar needs and may vary based on geographic region in the state.” The cost of some
special education services and staffing may be relatively consistent across the state, possibly
aiding the accuracy of a state formula.

-
67 Tastimony at the Commission hearing on July 25, 2013.

# Tesiimony at the Commission hearing on August 7, 2013.
& Testimony at the Commission hearing on August 22, 2013.
70 Testimony at the Gommission hearing on July 25, 2013,

72 Testimany at the Commission hearing on July 25, 2013
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Balance Between Accuracy and Workability

The experience in some states shows that there are practical limits on the accuracy of special
education funding formutas. A formula with twenty variables may distribute funding more

. accurately than a formula using two variables. But utilizing a complicated formula year after
year may be unsustainable and difficult to administer, primarily because of the burden placed on
the state and local education agencies o produce updated data.

Neighboring States

New Jersey uses an independent formula with a Census Approach.”? The New Jersey formula
provides funding based on an assumption that all school districts have about 15 percent of their
students receiving. special education services. The formula is also weighted by local wealth, so
that high poverty communities receive mare state funding. In addition, the state separately
provides additional funding to partially meet the needs of very high cost students.

New York includes two special education student variables within its overall unified Foundation
Aid formula.”® The state also provides separate funding to partially meet the needs of very high

cost students.

Ohio uses an independent special education formula with a Cast Approach.”® The formula
contains six categories based on disability labels, each with a different student count and
weight. The formuta also includes variabies reflecting school district cost factors, measured as
an overall district share percentage. In addition, the state separately provides additional funding
to partially meet the needs of very high cost students and also for transportation.

72 See the School Funding Reform Act and the Special Education Funding System Analysis posted on the website of
the New Jersey Department of Education at hitp:/fwww.nL.aov/education/finance,
73 See the State Aid Handbook posted on the website of the New York State Education Department at

https://stateald.nysed.qov/,
74 Gee State Funds for Special Education posted on the website of the Ohio Department of Education at-

htin: feducation.ohlo.qov/T: opics/Spacial-Education/Fedaral-and-State-Requirements/Procedures-and-

Guidance/Federal-and-State-Funding.
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SpeCIAL EDUCATION FUNDING AND FORMULAS IN PENNSYLVANIA

Special education funding in Pennsylvania has experienced many changes over time. State
funding levels have varied from year to year, along with the formulas used to distribute dollars to

»

local education agencies. This section analyzes the trends in both funding and formulas for

special education in Pennsylvania.

Annual Education Budget Line ltems for Students with Disabilities

There are several line ilems in the state’s annual education budget that are dedicated for
services to students with disabilities.”™ Charter schools and cyber charter schools receive
funding for special education not through & particular line itern in the staie budget, but through
the school district where sach student resides.

SPECIAL EDUCATION. The main line item in the state budget is the Special Education
Appropriation. This line item funds four programs. (1) special education for school districts; (2)
core services from Intermediate Units; (3) institutionalized Children’s Program of the
intermediate Units; and (4) the Special Education Contingency Fund providing grants by
application to local education agencies for students with extraordinary costs. Also included are
set asides for the reimbursement of special aducation wards of state students, out of state

students and students in PRRl’s.

In the 2013-14 budget, the total amount for this fine tem was $1.027 billion. Special Education
funding component received 82 percent of the line item. The other three remaining programs
received a total of $75.7 million or about 8 percent of the line item. -

EARLY INTERVENTION, The state budget provides fundinglfor Early Intervention services for
young children from birth through age five with developmental delays. The 2013-14 budget

includes $222 miltion for these services.

SPECIAL SCHOOLS. The state budget contains independent line items for Pennsylvania
Charter Schools for the Deaf and Blind ($42 million in p013-14) and Approved Private Schools

($98 million).
OTHER LINE I[TEMS. Many other line items

benefit students with disabilities, along with all

other students in local education agencies. Most students receive special edycation services in

regular classrooms, ride the schoal bus, and

sat in the lunchroom with their peers who do not

have disabilities. In this way, the line items for basic education, pupll fransportation, food
services, and other programs are important to the quality of education for students with

disabilities.

tate Funding for Spesial Education

The state currently provides school districts with $348 rillion in funding for speclal education.
This equatesto a statewide average of about $3,530 per student receiving special education
services.”® In addition to Basic Edugcation funding provided to each school district the state also
provides school districts with $948 miliion. Special education funding is not the only state
ravenue that can be used 1o support special education programs.

7 \nformation about the 201 3.14 Pennsylvania budget

is found on the website far the Department of Education at

hﬁg://www.gor’c‘al.state.ga.us/porta!/sewer.pt/commun‘rtv/eduoaﬁon budget/B693.

76 par studant funding ls estimated using the data for special education enroliment found on the pennData website of
ihe Pennsylvania Department of Education (hﬂo://penndata.hbq.usu.edu/indenasgx) divided by the state funding

data listed in th_e-immediately precading fooinote.
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State funding for special education has remained at the same level since 2008. Ms. Fick
tastified that special education funding has become much more of a local responsibility over the
last several years as expenses continue to increase but state funding has been flat.”” Funding
increased by about 80 percent in total over the last 20 years, or an average of around 4 percent

per year.’®

$948 2001-02 | %788

$926 2000-01 $715
$898 1999-00 $666
$876 1998-99 $626
2004-05 $856 1997-98 $562
2003-04 $836 1996-97 $533
2002-03 $800 1995-96 $502

There has been a wide range of funding increases received among the 500 school districts over
the last 20 years. Funding for some districts has grown by over 150 percent (more than
doubled), while other districts have received less than a 50 percent increase. As discussed
below, these variations appear to be related to the many changes over time in the state's
funding formula for special education and are not closely correlated to student enroliment,
poverty, ot other data-based factors. For example, some districts with significant enroliment
and poverty growth have received among the smallest funding increases, while other districts
with declining enroliment and poverty have received large funding increases.

Ms. Scafuro testified that the financial issues currently faced by local education agencies are
making it more and more difficult to meet theit service obligations and provide high quality
programs o students with disabilities.” Mr, Crossey testified that school districts have
responded by pulling funding from non-mandated regular education programs of raising local
taxes in order to support special education programs.® In addition, differences in avallable
funding between local education agencies lead to differences in the provision of special
aducation services. Ms. Somerville also testified that if other districts had more funding
available they would be more willing and able to provide the needed services for special
education.®!

Past Formulas Used to Distribute State Funding for Special Education

Excess Cost System®

77 Testimony at the Commissian hearing an June 13, 2013.
78 Pannsylvania data about funding levels over time, Including data in the chart, are found on the website for the

Department of Education at
http://www.portal state.pa us/portal/server. pt/communitv/historical files and reports/12951/special education fundin

/508082,
78 Testimony at the Commission hearing on July 25, 2013,

8 Tastimony at the Comrmission hearing on August 22, 2013.

8 Testimony at the Gommission hearing on June 13, 2013.
8 Gag 24 P.S. § 25-250¢, Payments on account of courses for exceptional childran,
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Prior to 1891, Pennsylvania used the “excess cost’ system to fund special education. The state
paid school districts for the difference between special education costs and regular education
costs. The formula included the actual number of students in special education and the actual
costs in each district. Adjustments were made during the fiscal year to give extra funds needed
or apply left-over funds to the next year. The excess cost system was Intended to meet the

actual needs for each schoal district.

Special education costs were perceived to increase rapidly under the excess cost system.
There was no effective limitation on cost increases. Asa result, the system may have included
potential incentives for over-identification of students for special education and for using

expensive programs.

Census System®®

In order to establish more predictability, in 1891 the state adopted a new mechanism far
distributing special education funding. Under the “census system”, the state paid school
districts a supplement based on a formula. The formula assumed that 15 percent of all students
in each district had mild disabilities and that 1 percent had severe disabilities.®* Districts
recelved a fixed amount of funding per assumed student® whether they had more or less than
this 16 percent overall level. The census system did not count the actual numbper of siudents
who received special education services. In some years, the formula included & highet payment
rate for the one-percent category of students with severe disabilities,?®

Under the census system, the funding formula for special education changed in almost every
year since 1981. Changes over time included:

« The state usually gave funding o every district at the same or a higher level as the year

before. This is called “hold harmiess,” In addition, guaranteed minimum increases for
districts wete set between 1% and 5%, varying sach year.

s From 1994 to 2001, the formula included factors that benefited districts with higher costs
than the “average” district. o

« From 1997 to 2001, the formula favored districts with high levels of paverty and high tax
effort (equalized mills). After 2001, local poverty levels remained a factor, but equalized
mills were hot cansidered. .

. FErom 1999 to 2002, the formula added a factor benefiting districts with very high
numbers of students receiving special education services.

o Since 2000-01, the state has capped state funding and used the overall sixteen-percent
factor to divide the total amount of any new funding between districts.

« The 2008-09 state budget was the last time that special education received an
increase.s” This was also the last year that a formula was used to distribute funding for
special education. The level of state funding has remained the same since 2008-09,

 Sae 24 P.S. § 25-2509.5, Special education payments to schocl districts.

8 | the first year of the census farmula, but not in other years, the state assumed that 17 percsnt of all students have
mild disahilites and 1 percent have severe disabilities.

8 Eor example, in 1999-2000, the asstumed percentage of students with mild disabilities (15%) was multiplied by
$1,215 and the assumed percentage of students with severe disabllities (1%) was mutiplied by $14,538, Sege 24
P.S. § 25-2500.5(u).

85 After 1999-2000, the state generally stopped paying a higher rate for students with severe disabilities.

B See 24 P.S. § 25-2509.5(22).
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both statewide and for each school district.® Thus, at this time Pennsylvania does not
actually use a special education funding formula..

Ms. Cowburn testified that many local education agencies currently do not receive a share of
state funding that matches their jevel of need, based on the number of students with disabilities
or their educational casts, which places more of the burden on local taxpayers in those
communities.®® As a result, tax increases occur at the local level. Ms. Cowburn explained that
high-poverty communities with low property vaiues and property taxes that are already very high
are Unable to effectively generate much more local revenue.

Ms. Wentzel testified that, given limited state funding and increasing costs, some local
education agencies have sought to satisty special education mandates by reducing the
resources allocated to regular education programs.”® She recommended that state funding
should be more accurately distributed based on actual student enroliment, cost and service
levels needed, school district wealth, and focal tax burden. Mr. Matyas testified that school
districts have little choice beyond reducing costs in other program areas fo preserve special
education services, dug 1o legal mandates, increasing special education costs, flat state

funding, and caps on property tax increases.”

Ira Weiss, Solicitor, Pittsburgh School District, testified at the Commission hearing on August 7,
2013 that special education funding reforms are needed and will “henefit families and
communities by strengthening the education of all students, increasing instructional
effectiveness, reducing dropout rates, improving student performance, and lowering long term
societal costs.”

Charter Schools and Cyber Charter Schools

Gharter schools and cyber charter schools follow the same federal requirements for special
oducation as all other public schools,* although the funding is handled differently. Payments to
charter schools by school districts are based on the school districts expenditures, not the
charter schools cost of educating students.® The payments are made through the school
district of residence for each student. When payment disagreements arise, the Department of
Education may handie the reimbursements by withholding funding from the school district and
passing it along to the charter or cyber charter school.

The funding rates are set by state law. The rate is different for each school district, based on its
average per-student expenditure for regular education plus an additional amount representing
its average per-student expenditure for speclal education. The special education amount uses
an assumed 16 percent of average daily membership of students, not enroliment. Ms. Cowburn
testified that this system penalizes school districts with more than 16 percent of students
receiving special education setvices, forcing them o pay a much higher rate to charter schools
than actually ocours in the district.®

8 gog 24 P.5. § 25-2509.5(aaa). .

B Testimony at the Commission hearing on July 10, 2013

% Testimany at the Commission hearing on July 10, 2013.

51 Testimony at the Commission haaring on July 25, 2013, '

2 Special education costs may be lower at charter schools and cyber charter schools, because they are exempted
from some state requirements for schooal districts (such as class size and age range). See 22 Pa. Code Chapter 711.
9 See 24 P.S. 17-1725-A, Funding for charter schools. Also see state regulations (22 Pa. Code Ch. 711.9) and basic
sducation circulars (BEG-Charter Schouls, 24 P.S. Saction 17.1701-A and BEC-Cyber Gharter Schools, 24 P.S,
Section 17-1741-A), found online at

httg://www.gortai.state.pa.us/portal/server.ot/oommunitv/charter school_requiations/7358},

5 Testimony at the Commission hearing on July 10, 2013,
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Special Education Contingency Fund® .

The Contingency Fund provides, additional state funding for local education agencies (LEAS)
with extraordinary special education program expenses for students with significant disabilities.
Each LEA can annually apply fot funding for individual students through the Department of
Education. The Department has discretion over the approval process, based on standard
procedures established by the Secretary of Education. When an appfication is raceived by the
annual deadline and approved, funding is often provided below the requested amount due o

imited overall state appropriations.

The total amount of statewide funding fo the Contingency Fund is appropriated each year asa
small percentage of the special education line item in the budget. The percentage has been set
at 1 percent in recent years, although this was higher in the past. Total funding available for
distribution to LEA’s is $9.3 milfion for 2013-14.

Ms. Fick, Ms. Gustafson, and Ms, Somerville testified that funding received through the
Contingency Fund can be unpredictable from year to year, with a local education agency
receiving much iess funding in some years than in others despite stable or increasing student
neads.® Ms, Wentzel testifled about simiiar concerns.” Dr. Galasso and Dr. Grieco testified
that the Contingency Fund should be expanded or additional resources provided in other ways
for students with extraordinary costs, with emphasis on an equitable and transparent process for

distributing these doflars.®®

Richard Moss, Chief, Division of Technical Assistance and Improvement — Central,
_ Pennsylivania Department of Education (PDE), sestified at the Commission hearing on August 7,
2013, that PDE advises local education agencies to not count on the Contingency Fund as part

of their annual budgeting process.

Dr. Ronald Wells, Special Education Advisat, Pennsylvania Department of Education, testified
at the Commission hearing on August 7, 2013, that the Contingency Fund was established by
. staie statute in 1991.%% Dr. Wells explained that local education agencies apply to PDE for
reimbursement of instructional costs and related services included in the individualized
educational program (IEP) for the student. There are certain cost factors deducted from each
application, so that any award from the state is in the form of & partial match for total spending
on each child. The LEA’s aid ratio is used to weight the approved funding level, but is not used
to determina which applications are approved. The total award is fimited to a meximum of
$150,000 per LEA, % which could include one or more students. An LEA cannot access
additional funds above the cap, regardiess of the number of high-cost students enrolled in its
schools. Appfications raceived before the annual deadline are considered and approved
starting with those having the highest net cost after deductions, causing the available fundingto
be expended before many lower-cost applications are reviswed.

Dr. Wells further testified that in 2012-13 a total of 788 applications were received from 193
LEAs. Many LEAs choose o not apply o the Contingency Fund, due to the low amount af
available funding, 238 requests were approved through the Eund for 122 LEAs. 17 LEAs
recelved the maximum aliotment of $150,000. In 2012-13, the number of very high cost

% Gae 24 P.S. § 25-2500.8. Also see Guidefines published by the Department of Education at

httg:i/www,goﬁa\.state.ga‘uslgonallserver.gt/commun‘rty/sgecial sducation/7465/contingeticy fund_information/6113
g0.

8 Testimony at the Commission hearing on June 18, 2013.

o7 Testimony at the Commission hearing on July 10, 2013,

88 Testimany at the Commission hearing on July 25, 2013.

98 04 P.8, § 25-2509.8 Extraordinary special education program EXpensss.

100 The fimit is $300,000 for the Sehool District of Philadelphia.
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applications (more than $100,000 after cost deductions) for individual students was more than
four times higher than six years earlier — an increase of over 400% since 2007-08.

Mr. Moss testified that PDE changed the application review process after 2008-07 to prioritize
funding approval for the highest cost students and to weight the funding for approved
applications using the aid ratio. Before that time, PDE had approved nearly all applications but
funded only a very small percentage of each request. Mr. Moss testified that the current
Contingency Fund system is not set to be equitable between LEAs of different total enroliment

or special education enrollment,
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STUDENT-BASED FORMULA FACTORS AFFECTING COST AND
EXPENDITURES

Special education costs and expenditures for local education agencies are affected by student-
based factors. The state formula used to distribute funding should take at least some of these
factors into consideration. The abjective for using & formula is to distribute state funding
according to the relative needs of students and schools.

Act 3 Instructions

Pennsylvania Act 3 of 2013 (House Bill 2) contains instructions for possible student-based
factors that may have an impact on special education funding.’®' In compliance with Act 3, the
Commission considered the factors discussed below.

Relative Cost for Students

Students receiving special aducation services cast more 1o educate than students who do not
have disabilities ot a need for these services. The additional costs vary for each individual
student based on their personal needs for accommodations and supports.

Some students with disabilities have relatively simple needs and require special education
services that are only a little more costly than students who do not have a disability. Other
students have more complex disabilities and thus require very costly services., There Is
potentially a different cost for each child based on his or her unigue needs. Most importantly,
the composition of students varies among local education agencies.

Mr. Weiss testified that state funding for special education should be distributed in recognition of
the enrofiment levels of students with disabilities as well as their needs and service costs in
different local education agencies.'® Mr. Weilss concluded that “Not all students cost the same
and the formula shouid include weighting for higher costs.” Susan Gobreski, Executive Director,
Education Voters PA, testified at the Commission hearing on September 26, 2013 that the
special education formula should include factors reflecting different levels of community poverty

and student costs.

Ms. Resh testified that every student should get appropriate special education services
regardless of the school district in which they reside.'® “When special education funding refarm
ensures that funding is allocated based on current enroliment of special education students and
the level of disability and need these students have, districts will be able to rise to the
challenge.” Ms. Tomko testified that fair distribution of special education funding by the state
will help ensure that schools can give all children with disabilities the services they need,
instead of the current system in which undet-funded schools may not provide the same level of
services when their families are unabie to actively advocate for more.'®

Student Cost Categories

Pennsylvania has nearly 270,000 students receiving special aducation services in local .
education agencies. It is not practicable to desigh a mechanism to distribute state funding that

101 gae Public Schoot Code of 1848 — Omnibus Amendments, Act of Apr, 28, 2013, P L. 12; Na. 3, Section 122(h)
and Sections 122(H(6), {7} and (8).

102 Testimony at the Commission hearing on August 7, 2013,

103 Tegtimony at the Commission hearing on August 22, 2013,

104 Tagtimony at the Commission hearing on August 22, 2013.
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directly considers the needs of each individual student and the cost impact of their unique needs
on the schools in which they are enrolled. For this reason, funding formulas used in other states
creats broad student categories reflecting a range of student needs for special education

services.

Act 3 includes three student categories, varying by intensity in the range of services required by
students with disabilities.’® Cost Category 1 includes “students with disabilities typically
requiting the least-Intensive range of services.” Cost Category 2 includes “students with
disabilities typically requiring a middle range of services.” Cost Category 3 includes “students
with disabilities typically requiring the most intensive range of services.”

Defining the student categories by cost and intensity of services Is an effective way t0 ensure
the funding formula distributes resources according to the special education costs and
expenditures incurred by local education agencies. LEAs with higher costs and expenditures
should receive a larger share of state funding than LEAs with lower levels of need.

Ms. Edling testified that breaking special education costs into categories woulid move
Pennsylvania's formula in the dirsction of providing resources where they are needed.’® Ms.
Cowburn testified and emphasized that “a whole mind set has to change” so that the funding
system is paying for services where they are delivered for students. %

In order to provide for an accurate funding formula, other states use different definitions for
student cost categories.'® The variety of approaches includes categories based on intensity of
services, type of placement, student-teacher ratios, and actual expenditures.

Several states have moved away from using formula categories based on student disability
labels. ™ |rn general, disability types are nof an accurate measure of cost or intensity of
services. Mr. Ramsey testified that students are idiosyncratic with a wide range of
individualized needs for each kind of disability.!® For example, a student with autism may
require more or less intensive servives than a student with a "specific learning disability”. Ih
addition, the cost and intensity of services often change from year to year for sach individual
student, although the disability label assigned to them remains the same. Many students
require less intensive services as they get older, iearn mare, and progress into higher grade
levels. '

There Is an inharent limitation on the high cost category created as part of any funding formula.
A relatively small number of students with disabilities have extraordinary educational costs.
Some students may require special education services costing more than $100,000 In each
year, The high cost category in the formula is not fikely o accurately reflect the needs of these
students and the schools responsible for their education. For this reason, many states use a
separate funding mechanism to provide additional resources for local education agencles
autside of the special education formula. In Pennsylvania, the Contingency Fund may serve

this purpose.

195 See Act 3, Section 122(1)(8)().

196 Tegtimany at the Cornmission hearing on July 10, 2013,
107 Tastimony at the Commission hedring on July 10, 2013.
108 Sae Special Education Funding Formula on Other States Section above for more information on this topic.

199 Students recelving special education services are sach assigned a label representing the nature of their primary
disability, Students are labeled as “autism", “emotional disturbance”, “orthopedic impairment”, "specific learning
disability”, or one aut.of the dozen different labels provided by state and federal law,
1 Testimony at the, Commission heating on June 13, 2013.

Special Education Funding Commission Report 44




Weighting Factor for Each Category

A funding formula that contains more than one student category requires the assignment of &
different weight for each category. The purpose of the weight is to accurately distribute funding
based on the relative needs of students and schools.

Act 3 states that the formula may include “3 weighting factor that differs for each of the three
cost categories of students with disabilities based on the typical range of services for each cost

category.”"!

The weights used in the special education formulas of other states cover a wide scope of values
and measures. The weights are given different values based on the number of student
categories in the formula, the definition and scope of each category, the use of other formula
variables, and other factors. .

in general, student categories reflecting higher costs are assigned a weight of greater value.
For example, a low cost category may have a weight of 1.1, reflecting student and school needs
slightly above the needs of students who do not have disabilities. A high cost calegory may
have a weight of 5.1, reflecting much greater studerit and school needs.

Student Enroliment Count

The final formula factor involves the number of students in each category for local education
agencies. Using student enroliment counts can help fo increase the accurate distribution of
state funding, so that LEAs with more students receive a greater share of the resources.

Ms. Fick and Ms. Somervilie testified that some LEAs attract more students with complex and
costly needs, due to the high quality of the special education services offered in their schoals,
with families moving into the community in order to access these services.'® Ms. Weiss also
testified that this circumstance is a significant cost driver for special education in many school
districts.!"® Mr. Sarandrea testified that Pennsylvania school districts bordering on Ohio attract
families moving across the state line o access better quality special education programs

available in Pennsylvania.'™

There are two possible complications with the use of student enroliment counts. First, most
states are careful to avoid creating incentives for LEAs to over-identify students or artificially
inflate costs. When real student counts are used in the formula, states often adopt monitoting
protocols and protections to discourage LEAs from shifting students away from lower cost
categories with lower weights in the formula {and into higher cost categories), thus attracting a
greater share of funding. Pennsylvania adopted stich protections as part of Act 3.

Second, states often seek 1o avoid placing new bursaucratic data reporting requirements onto
LEAs. A real student count for each category has the potential to require LEAs to report
detailed data needed for operating the funding formula, unless such data is already collected by
the state.

For these two reasons, some states utilize student enroliment averages within the special
education funding formula. An enroliment count average can involve a statewide percentage of
students recsiving special education or a statewide percentage of all students enrolled in all
local education agencies (not just students with disabilities). In Pennsylvania, the Census
System of funding assumed that special education enroliment in all school districts was at the

111 gge Act 3, Section 122(1)(B)(il).

112 Testimony at the Commission hearing on June 13, 2018,
113 Tagtimony at the Commission hearing on August 7, 2013.
114 Testimony at the Gommission heating on August 7,2013.
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same rate of 16 percent. Such assumed percentages greatly reduce the accuracy of the
formuta.

Building a Formula with Student-based Factors
A typical formula using student-based factors will look something like the following illustration:

CATEGORY 1 CATEGORY 2 CATEGORY 3
Weight X |GP| (Weigh)X |G|  (WeightX
{Student Count) (Student Count) {Student Count)

Base Cost Factor

Some states apply a base cost to multiply by the various student factors in the formula. The
bhase cost typically reflects the average cost to educate a student without disabilities. Some
states add special education student costs to a base cost in the formula in order to reflect the
additional costs associated with special education.

Act 3 does not include a base cost factor. In adapting Act 3, the General Assembly determined
that other methods can be used to accurately distribute special education funding among local
etucation agencies in Pennsylvania.
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LEA FORMULA FACTORS AFFECTING COST & ABILITY TO PROVIDE
SERVICES

A variety of community-based factors affect special education costs for local education agencies
and the ability of LEAs to provide services to students with disabilities. Some of these factors
should be part of the state’s special education tormula, in order to distribute funding according
to the relative needs of students and schools.

Act 3 Instructions

Pennsylvania Act 3 of 2013 (House Bill 2) contains instructions for possible community-based
tactors that may have an impact on special education funding.'"® In compliance with Act 3, the
Gommission considered the factors discussed below.

Relative Capacity of Local Education Agencies

Local education agencies face different conditions for the provision of special education
services. For example, the level of poverty varies throughout the state. Some communities
have much lower levels of local wealth and more students fiving in poverty. Local property
taxes are also much higher in some communities, often the same places with high poverty. In
addition, the local cost of living can vary hetween communities, with higher prices for the same

goods and services.

These factors can make it much more expensive for some LEAs 10 provide special education
services. Many states include community-based variables in their special education funding

formulas, in order to accurately distribute resources and provide all schools with the ability to
provide quality services to students with disabilities.

Mr. Crossey testified that an effective state formula should take into account the local wealth of

school districts and their ability to pay for special education programs.'®

Community Poverty
The overall level of community poverty imposes additional educational challenges and costs on

iocal education agencies, Students in poverty, especially children with disabilities, tend to have
more complicated academic needs. .

Act 3 includes a factor designated as the market value/personal income aid ratio. The ald ratio
is commonly used within education funding formulas in Pennsylvania. Itis defined by state
law' 7 to represents the relative wealth (market sales value of jocal real estate and personal
income of residents) of a particular community in relation to the state average.

John Sarandrea, Superintendent, New Castle Area School District, testified at the Commission
hearing on August 7, 2013 that there is a correlation between the percentage of students
needing special education sarvices and the ald ratio of the community in which the local
aducation agency is located.

115 Gae Pubiic School Code of 1949 — Omnibus Amendments, Act of Apr. 25, 2013, P.L. 12, Na. 3, Section 122{h)
and Sections 122()(6), (7) and (8).

116 Tgstimany at the Commission hearing on August 22, 2013.

117 04 P8, § 26-2501({14.1), Definitions.
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Local Tax Effort

Communities often have high local tax rates because local poverty and other conditions make it
difficult to generate sufficient revenue to suppott quality schools. Many Pennsylvania
communities with very high iocal taxes are still unable to fund their schools at the same level as

more wealthy communities. :
Act 3 uses the equalized millage rate to reflect local tax effort. This factor is defined in state
law® to reflect the total local school taxes collected by a school district divided by the market
value of local real estate,

Mr. Sarandrea testified that, in many high poverty communities, the local tax base is shrinking
and is “maxed out,” so that it is not an option to support special education costs by raising local
taxes, !

Other Factors

Some states Include other community-based factors in the formula. Other factors reflect
conditions in local education agencies (LEAs) that are very small, rural, rapidly growing, or with
large achievement gaps. ) '

The Commission heard testimony from many witnesses that small and rural conditions in
Pennsylvania have an impact on special education costs. Ms. Fick testlfied that small school
districts may not be able to offer the full range of special education services that are available in
larger districts.'?® Ms. Wheat and Mr. Weiss testified that small school districts may not bensfit
from the same efficiencies in service provision that larger districts experience.™! Ms. Cowburn
testified about the transportation costs incurred by small and rural districts needing to bus
students for special education services outside of the district. 2

Building a Formula with LEA Factors

A typical formula using community-based factors will look something like the following
illustration:

Market Value / .
A Equalized Small and Rural
Per%ga;{gt‘i?me Millage Rate 83 Schoal Digtricts

Local Cost of Living

Throughout Pennsylvania, there are price differences for the same goods and services, It costs
more in some communities to purchase school supplies and o pay teacher salaries and
benefits. Special education expenses are sensitive to cost of living differences, becauss local
education agencies must obtain most products and services in the local marketplace to meet
the needs of students with disabilities.

Other education formulas in Pennsylvania do not currently use a factor for geographic price
differences. The state does not have a well-tested measure for this data.

1804 PG, § 25.2501(9.2), Definitions,

118 Testimony at the Commission hearing on August 7, 2013,
120 Tegtimony at the Commission hearing on June 13, 2013,
121 Tastimany at the Commisslon hearing on August 7, 2013.
122 Tastimany at the Commission hearing on July 10, 2013.
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ISSUES INVOLVING POSSIBLE OVER-IDENTIFICATION OF STUDENTS

State and Federal law prohibit public schools from using special education programs and
funding to serve children who are not qualified for special sducation. In addition, government
policies provide for monitoring of local education agency practices to identify circumstances
where schools may over-identify students for special education by gender, race, family income,
and type of disability. Such policies are intended to ensure that student needs are met in
appropriate ways and that fimited resources are allocated efficiently and without waste or

manipulation.

School Districts

The Commission did not hear any testimony to indicate the current practice of over-identification
in school districts within Pennaylvania.

Over-identification may have been a concern when the Excess Cost System was used in
Pennsylvania prior to 1891. Since that time, special education funding has been distributed in
the Commonwealth through a Census System. Mr. Griffith and Dr. Verstegen testified that
Census Systems are commonly adopted by states as a reaction to cost drivers such as over-

identification.'®

Bernie Miller, Director of Education Services, Pennsylvania State Education Association,
testified at the Commission hearing on August 22, 2013 that school districts no longer have an
incentive to over-identify students, partly because the science of special education has
improved and drives the decision-making process.™

Ms. Cowburn testified that “school districts have ahsolutely no reason to over-identify students
for special education.”*® She explained that special education revenue received from state and

federal sources do not cover the districts' costs.

Charter Schools and Cyber Charter Schools

The Commission received testimony from many witnesses about potential incentives for over-
identification in Pennsylvania’s current funding system for special education in charter schools
and cyber charter schools. Officials for school districts, charter schools, and cyber charter
schools generally agreed about how the current system works, although there was no
consensus about the impact of the system on how students are identified for special education.

David Lapp, Staff Attormey, Education Law Center, tesiified at the Commission hearing on
Septerber 26, 2013, summarizing the lssues based on his experience: “The current charter
school funding mechanism provides charter schools the same funding for each student with a
disabiiity, regardless of the severity of that student's disability. This creates a strong incentive to
over-identify students with less costly disabilities and o under-identify (or under-anroll) students -
with severe {or more costly) disabilities. A student with a mild disability can be a financlal boon
to a charter schoal, given that the funding the charter receives will exceed the charter's cost to
educate the child. In contrast, when a charter school does enroll a student with a severe
disability, the funding may be inadequate. This creatss a disincentive for charters to serve
students with severe disabilities.”

128 Testimony at the Commission hearings on July 10 {Griffith) and September 26 (Verstegen).
124 Testimony at the Commission hearing on August 22, 2013,
125 Tgstimony at the Gommission hearing on July 10, 2013,
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Kevin Corcoran, Assistant Head of School, Agora Cyber Charter School, testified at the
Commission hearing on September 26, 2013, that “93 percent of our special education students
arrived at our school'with IEPs from their school district of residence.”

L.awrence Jones, Jr., CEQ, Richard Allen Preparatory Charter School, testified at the
Commission heating on September 4, 2013, responding to allegations that some charter
schools have “gamed the system” to get more funding for special education. He testified that “if
this is happeriing it is shameful, unethical and violates the spirit of Free and Appropriate Public
Education” under IDEA. Nicole Snyder, Esq., Latsha Davis & McKenna (Pennsylvania Coalition
of Public Charter Schools), testified at the Commission hearing on September 26, 2013 that
charter schools comply with state and federal laws for special education, just as school districts

do.

Larry Sperling, CEO, Philadelphla Academy Charter School, testifled at the Commission hearing
on September 4, 2013, about the significant costs for special education expended in his school
to meet the needs of students with a wide variety of disabilities. Mr. Sperling explained that
Phifadelphia Academy Charter School has developed a reputation for providing excallent
special education services,

Dr, Maurice Flurie, CEO, Commonwealth Connections Academy, testified at the Commission
hearing on September 4, 2013, that special education costs for cyber charter schools "are not
less, but rather they are different from those.incurred in ‘bricks and mortar’ settings.” Mr. Flurie
provided sevetal examples of very high-cost students served through special education by
Commonwealth Connections Academy. He noted that many of these students, while enrolled at
the Academy, are served by costly private placements and not by the cyber charter school itself.

Nicholas D. Torres, CEQ, Education Plus Academy Cyber Charter School, testifled at the
Commission hearing on September 26, 2013, about the success of the unique “blended
approach of virtual and face-to-face learning” employed at his school, focusing on the special
education needs of students with leaming disabilities. Mr. Torres also said that his school
sometimes spends more or less for the special education costs of a given student than the
funding actually received from the district of residence. This point was also made by Mr.
Corcoran about how funding is utilized by Agora Cyber Charter School, where many students
cost less than the funding received but a smaller number of students cost much more. 2

Hannah Barrick, Director of Advocacy, Pennsylvania Association of School Business Officials,
testified at the Commission hearing on September 4, 2013 that the flat rate for special education
tuition pald by school districts to charter schools regardiess of actual student disability or cost
may create potential incentives for over-identification.

Other school district officials also testified on this issue. Mr, Welss testified that charter schools
are funded based on the full special education tuition rate regardiess of the level of services
actually provided to students with disabflities,™ This imposes significant costs on school
districts, Ms. Scafuro testified that Central Bucks School District often pays more o a charter
school ar cyber charter school for special education than the costs would have been to educate
the child in the school district itself.'? This octurs because many of these children have
relatively low cost special education needs. Ms. Cowburn and Mr. Crossey testified that special
education in charter schools should be funded based on the actual costs of students they setve,
hot average costs.’® On behalf of the Pennsylvania Coaiition of Public Charter Schoolis, Ms.

12 Tastimony at the Commission hearing on September 26, 2013,
127 Testimony at the Gommission hearing on August 7, 2013.

128 Testimony at the Commission hearing on July 25, 2013,
128 Testimony-at the Commission hearing on July 10, 2013 {Cowburn) and August 22, 2013 (Crossay).
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Snyder testified that a “tiered or cost approach” to special education funding would be
encouraged by charter schools and cyber charter schools.!®

Ms. Fick, Dr. Gustafson, and Ms. Somerville testified that students with disabilities often re-
enroll in thelr school districts after an unsuccessful expetience with special education in a cyber-
charter school.'®! While the student is enrolled at the cyber charter school, the home district
recelves almost no information about the special education services provided, even though the
district must pay for the tuition. They testified that cyber charter schools may not provide the
same level of services as the home school district, creating exira costs for the district to help the
student catch up after returning.’® Ms. Cowbuim testified about similar issues. ™ Mr, :
Sarandrea testified that similar trends occur in western Pannsylvania.’*

Dr. Auris testified that Intermediate Units frequently provide special education services for
students enrolied in charter schools and cyber charter schools, including full-time all-day
services in classrooms located in the 1U facility.’® The charter schools pay the JU for these
services. Ms. Snyder and other charter school officials testified about the challenges they have
in obtaining services from some Intermediate Units, forcing the charter school to acguire
services from other providers and driving up their costs for special education,'®

Ms. Gobreski testified that the problems in the current system can be addressed by applying the
same principles and structure for a funding formula to both school districts and charter
schools.!” Ms. Snyder, Mr, Corcoran, and other witnesses emphasized that the current special
education funding system fot charter schools and cyber charter schools involves a regular
education reimbursement component which includes less than the full amount of regular
education expenses fram school districts.'®

130 Testimony at the Commission hearing on September 28, 2013,

181 Tastirmony at the Commisslon hearing on June 13, 2013

13 Testimony at the Commission hearing on June 18, 2013,

188 Tastimony at the Commission hearing an July 10, 2013,

18 Testimony at the Commission hearing on August 7, 2013

145 Tastimony at the Commission hearing on July 25, 2013,

136 Testimony at the Commission heating on September 26, 2013,

17 Testimony at the Cammission hearing on September 26, 2013.

38 Tegtimony &t the Commission hearing on September 26, 2013. See 24 P.5. 17-1725-A, setting charter
reimbursement rates for regular education using "the pudgeted total expenditure per average daily membership . . .
minus the budgsted expenditures of the district of residence for nonpublic school programs; adult education
programs; community/juntior college programs; student transportation services; special education programs; faciiities
acquisition, construction and improvement setvices; and other financing uses, including debt services and fund
transfers.” The same net regular education amount is also part of current law for special edugsation reimbursement
for charter schools and cyber charier schools, with average special education expenditures added to the net regular

education amount.
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CORE PRINCIPLES FOR A NEW SPECIAL EDUCATION FUNDING
FormuULA

As described above, the Gommission is charged by Act 3 with deveioping a special education
formula based on several essential factors. The testimony presented to the Commission
illustrates the importance of these factors and related issues from witnesses at the
Commission's hearings. In addition, Act 3 places certain limitations on the authority of the
Commission. Within these guidelines and limitations, this section lays out the core principles
considered by the Commission in developing a new special education funding formuia for

Pennsylvania,

The Commission finds that Pennsylvanfa's special education funding formula should take into
consideration the following core principles:

Meet the Needs of Students and Schools
The formula should be designed to meet the needs of students and schools.

Provide Accuracy

The formula should provide a reasonable level of acouracy in distributing state resources to
local education agencies based on need.

Consider Changing Conditions

The formula should contain variables that reflect changes in student population and community
conditions, in order 1o remain a viable and sffactive funding system over time.

Section 122(k) of Act 3 also provides a mechanism for periodic review of the formula by the
General Assembly. The Commission will be reconstituted every five years to meet, hold public
hearings, review the operation of the special education funding formula, and make a report with
recommaeandations for legislative action,

Achieve Sustainability and Workability

The ormula should be simple to use, easy o understand, and avoid placing an excessive
administrative burden on the state and local education agencies, in order to remain a consistent,
practical, and effective system over a period of many years.

There is an inherent balance between accuracy and workability. Compromise on both principles
is necessary o construct a sustainable and effective system.

Protect Against Over-identification and Other Unintended Consequences

Any funding formula inevitably creates incentives that influence the decisions of school officials.
The spegial education formuia should encourage compliance with best practices and legal
standards, - Schools should not be motivated by the formula to over-identify or under-identify
students with disabilities, nor to withhold services needed by students or provide unnecessary
services.
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Limitations in Act 3

The special education formula developed by the Commission shall not go into effect unless the
formula is approved by an act of the General Assembly enacted after the effective date of this

section. Section 122(j).

The General Assembly shall, through the annual appropriations process, determine the level of
State funding for special education and the amount of any change in funding. The special
sducation formula developed under this section shall determine only the distribution of any
increase in special education funding among the school districts of this Commonwealth above
the amount of special education funding in the base year (2010-11) and shall not be used for
any other purpose. Section 122(1).

For the 2013-14 school year and each school year thereafter, any State funding for special
education in an amount that does not axceed the amount of State funding for special education
in the base year shall be allocated in the same manner as the State tunding was allocated in the

base year (2010-11). Section 122(m).

Nothing in the provisions of this Act {Act 3) shall alter Federal or State law regarding the
protections provided to an eligible student for recelving education in the least restrictive
environment or shall alter the legal authority of individualized education program teams to make
appropriate program and placement decisions for eligible students in accordance with the
individualized education program developed for each eligible student. Section 2509.17.
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FINAL RECOMMENDATIONS

This section contains the recommendations of the Commission for deveioping a special
education formula with factors that will be used to determine the distribution of a change in
special education funding among the local education agencies in the Commonwealth.

As described above, the Commission held public hearings throughout the state and recsived
testimony from over 50 witnesses about the various considerations for developing a new special
education formula. In addition, the Department of Education and the Independent Fiscal Office
assisted the Commission in performing a thorough survey of local education agencies'® to
evaluate special education funding and the distribution of costs among students and LEAs
based on need. The Commission used the expert testimony received and the survey data to
help determine the proper structure af the proposed new funding system.'#®

Overall Structure of the Special Education Formula

Special education should remain as an independent line item In the state budget with its own
formula. It should not be combined with basic education or other line ftems. This is the current
practice in Pennsylvania and is followed by most other states. The independent status of the
special education line item provides for greater transparency and accountability.

LEA Factors in the Formula

The special education formula should include factors reflecting the cost and ability of Jocal
education agencies to provide services to students with disabilities. These formula factors

should include:

« Market value/personal income aid ratio to reflect relative wealth

» Equalized millage rate to reflect local tax effort (relative to 70 percentile — 150" district)

« A factor for small, rural LEAs, measuring each LEA's average daily membership per
square mile adjusted fo refiect the LEA's ADM relative to statewide ADM (sparsity
weighted 40%; size weighted 60%; overall minimum at 70" percentile; and overall
weight at one-half value'"')

These factors have been commonly used in basic education and other funding formulas in
Pennsylvania.”? The factors will be applied in the special education formula using the
corresponding values associated with each LEA, averaged for the three most recent years for
which data Is available. Using three-year averages will stabilize annual variations over time.

138 Surveys were sent to 65 randomly selected school districts and 35 randomly selected charter schouls and cyber
charier schools. Survey responses were returned by 54 districts and 17 charter schoals and cyber charter schools.
Nearly 29,000 students receiving special education services are anralled in these schools.

140 The Commission alse evaluated other data from the Department about students eligible for special education and
the services provided by local education agendies, including past spacial education funding spreadshests, Act 16
submission data from LEAs abaut cost-distribution for students with disabilities, and Confingency Fund submission
data from LEAs applying for the Fund,

141 Tegtimony received at the commission’s hearing indicates that, throughout the state: (i) size impacts special
education costs more than sparsity factors; {if) poverty level and tax effort have a greater impact in specia! education
costs than small and rural factors: and (ill) all of these issues should be part of the formuia.

142 The local cost of living is a factor that has not been frequently used as part of educafion funding formulas in
Pennsylvania, Accurate data abaut-geographic price differances is not currently avallable. Further discussion of this
issus In included in the Cancluslons end Recommendations Section.
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student Factors in the Formula
The special education formula includes factors reflecting the relative cost of special education

suppotts and sefvices provided for students with disabilities. These formula factors nclude:

» Three cost categotias of students eligible for special education to reflect the
intensity in the range of services required to meet their neetls. '
Category 1 reflecting the least intensive range of services,

Category 2 includes students with a moderate range of services; and
Category 3 will include students with the most intensive range of services.

Three categories provide an sffective balance between accuracy and workability. Fewer
categories would not be sufficiently accurate in recognizing differences in student cost.
A greater number of categories would be excessively burdensome to operaie and
maintain the formula over time. The categories are based on relative cost because this
is the primary factor in distinguishing between the needs of different students and
schools. Most states use cost-based formulas. Other alternatives, such as using
formula categories based on disability labels or student placement, have been found to
not accurately raflect a consistent measure of cost, need, and services for students and

schools.

in addition, the use of three overall cost categories will not create incentives for over-
identification and will avoid placing unnecessary administrative burdens on the state and
local education agencies. LEAs will not be required fo file excessive data reports and
will not be motivated to incur spending in hapes of receiving additional state
reimbursement. The Department will need to annually update the student factors as
appropriate based on the inflation rate, ensuring that the cost ranges reflected by the
three categories remain in proportion over fime. The Act 16 reports filed annually by
LEAs should include data with a validated total equal to the aggregate number of
students eligible for special education in each LEA, including the number of students
with expenditures in each category in the funding formula and also disaggregated by
charter schools and cyber charter schaols for the number of students in each categoty
enrolied from each school district of residence.

o A student count for each LEA, designed for each of the three categories.
The student count for each category should be based on annual data that LEAS currently
report pursuant to Section 1372(8) of the Public School Code as amended by Act 16 of
2000, The Act 16 data reflects the identification of students in each LEA receiving
special education services with annual expenditure levels less than $25,000 (Category
1), greater than $25,000 and less than $50,000 {Category 2), and equal to or axceeding
$50,000 (Category 3). The ann ual cost data includes all expenditures for special
sducation supports and services, including transportation and other related setvices
mandated by the student’s 1EP, not including regular aducation expenditures.

The count of students eligible for special education within each of the three formula
categories will be accurate, bacause it is based on long-standing reports filed by LEAs
with the Department. .The Act 16 reports also correlate to the Commission’s tharough
review of independent data and surveys completed by a representative sample of LEAs
in September and October 2013.

The student counts for each categary in the formula will not create incentives to over-
identify students. The formula is constructed so that school districts are not directly paid
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by the state on a per-student basis. Instead, a variety of community and student factors
combine fo measure the overall neads of each district relative to other districts. Funding
is distributed based on these overall district ratios, using accurate data but only indirectly
responding to newly identifled individual students. The reasonable balance between
accuracy and workability will help to sustain the effectiveness of the formula over time.
In addition, Act 3 contains strong accountability provisions for oversight and monitoring
by the Department of Education in compliance with federal prohibitions against student
over-identification. The Department must ensure that LEAs adapt and comply with
policies against over-identification and must monitor these issues. Act 3, Section
2508.15(a)(3)(iv). The Department also must:
“automatically conduct a thorough review of the special education plan of any
school district with a substantially higher ratio of eligible students in the district to
its average daily membership for all students than the State average, as
established by the Department of Educatian, and of any district where the ratic of
eligible students in the school district to its average daily membership for all
students in the most recent schoal year for which data is available has increased
by mote than ten percent (10%) over the previous year or of any district where
the ratio has increased by an annual average of more than five percent (5%)
during the most recent five-year period. The Department of Education may take
remedial action, including withholding up to five percent (5% of all State special
education funding, If the Department of Education determines that a school
district has ovetridentified children for special education.” Act 3, Section
2508.15(c)(4)(i), Special Education Accountability.}*

» A weighting factor that differs for each of the three cost categories.
Based on careful review of data and surveys completed by a representafive sample of
LEAs, the weights are:
Category 1 — 1.51
Category 2 - 3.77
Category 3 - 7.46
These waights reflect the typical range of services for students in each category, based
on special education costs in excess of regular education costs. '

Distribution Method

The special education formula should use a proportional system for distributing changes in
special education funding among school districts based on the various factors listed above. The
formula will result in & unigue calculated total of the LEA factors and student factors for each
local education agency. The calculated total for each LEA will be divided by the aggregation of
calculated totals for all LEAs in the Commonwealth, resulting in a unigue distribution ratio for
sach |_EA. The distribution ratio for each LEA will be multiplied by the statewide total change in
special education funding to calculate the change in funding to be provided for each LEAIn a

given ysat,

14¢ Ppblic School Code of 1949 - Omnibus Amendments, Act of Apr. 25, 2013, P.L. 12, Ne. 3.

144 The weights are consistent with national research and formula practices in other states. The weight values were
calculated using both parts of the LEA survey conducted by the Department and IFQ. The cost distribution providsd
by the survey reflects the range of services for students as annual special education costs vary across the three
formula categories from Jess than $500 to over $100,000. In addition, cost variances based on student prototypes in
the survey demanstrate similar relative student costs and needs betwesn the three formula categories.
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The special education formula described above will ook like the following illustration:

CATEGORY 1 CATEGORY 2 CATEGORY 3
(Weight) X :G: (Weigh) X |2h|  (Weight) X
(Student Count) (Student Count) {Student Count)

Market Value / '
Personal income 23 MEquahzed 83 Smail & Rural
Ald Ratio iliage Rate School Districts

Distributing a future increase in funding to each LEA will be achieved by: (1) totaling these
calculations for each LEA where the factors apply; (2) adding up all LEA totals to geta
statewide aggregate total; (3) determining the rafio of #1 to #2; and (4) applying the ratio to the

aggregate state change in annual funding.

School Districts

School districts in Pennsylvania will receive changes in special education funding from the state
according to the formula described above.

Pursuant to Act 3, school districts will also receive state funding for special education in an
amount that does not exceed the base year (2010-11), allocated in the same manner as the
state funding was allocated in the base year.

in the early years of using the new formula, the base year amount for school districts is

expected to be much larger than the annual change in funding distributed through the new
formula. With consistent use over time, the new formula will effectively match the needs of
students and schools with the resources available for providing special education services.

Charter Schools and Cyber Charter Schools

Special education funding is currently paid on a per-student basis for charter schools and cyber
charter schools, with funding transferred from the school district of residence for each eligible
student. The existing funding process is flawed, using an assumed percentage of 16 percent of
ail children enrolied in the district of residence and paying the same rate regardiess of student
differences in educational need and cost. _

The Commission recommends applying the same principles for & new formula described above
for all local education agencies, including school districts, charter schools, and cyber charter
schools. The use of three cost categories will improve the accuracy and fairness of funding
distribution for charter schools and cyber charter schools. This change should be phased in
over three years, so that the new reimbursement rate affects LEA budgets in three equal steps.

Some adjustments fo the formula are needed because-charter schools and cyber charter
schools recelve per-student payment from each school district of residence, instead of state
payment through aggregate state budget appropriations. The charier funding system also uses
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a different “base amount” of the average per-student regular education expenditures in each
district, The use of regular education expenditure amounts means that: {1) the formula category
weights must be adjusted; and (2) the poverty, tax effort, and small-rural factors are not needed
in the formula.,

Compared to school districts, charter schools and cyber charter schoals on average enrol!
relatively few students with high special education costs.™s For this reason, the payment rate
will usually fall within Gategory 1 (up to $25,000 in excess of regular education costs), The
Department will promulgate regulations allowing charter schools and cyber charter schools to,
document higher costs and receive funding within Category 2 (greater than $25,000 and less
than $50,000) or Category 3 (equal to or exceeding $50,000). Such documentation should be
reascnable but not excessive, in order to avold incentives for over-identification and over-
spending.

The payment rate for each category will be calculated by muiltiplying (1) a special education
weight by (ii) the average regular education expenditure amount for the district of residence, as
calculated pursuant to the current provisions of Section 1 725-A(a)(2), The weights will be 1.51
(Categoty 1), 3.77 (Category 2), and 7.46 (Category 3). Districts will adjust the weights to be
more accurate based on local per student costs relative to average state costs for special
education.

Approved Private Schools (APS)

APS'’s have been challenged with their formula being tled to the special education line item
which has not been increased in four years resulting In flat funding for the APS over that time
period. They are scheduled to be level funded again in fiscal year 2014-15. An immediate
change is to amend the statute to allow for any state allocated money that is returned by an
APS to the Commonwealth in a previous fiscal year to be redirected to the APS’s line item in the
next fiscal year,

Extraordinary Cost Fund (Contingency Fund)

Several changes are needed to the Contingency Fund to improve transparency, pradictability,
efficiency, and equity within this important aspect of special education funding. Given realistic
prospects for total funding by the stats, the Contingency Fund is unlikely to fully support the
extraordinary special education program expenses of students with significant disabilities in
most local education agencies. The objective of the Fund should remain as in recent years,
where a limited number of LEAS receive a meaningful level of funding. The name of the Fund
should be the “Extracrdinary Cost Fund” to better reflect its purpase.

The Fund should be appropriated by the General Assembly through an independent line item in
the annual educafion budget, not included within the special education fine item as is the current
practice. A separate line item will provide for greater transparency and accountability, including
acknowledgement of the actual amount of the appropriation. The current Contingency Fund
and the Category 3 Fund, as recommended by Act 3 of 2013, should be combined as an
independent line tem (the newly named Extraordinary Cost Fund), and the Commission
recommends using the Fund distribution mechanism described below to distributs the new fund.

45 Charter schoals and cyber charter schools responding to the survey of the Department of Education and the
Independent Fiscal Office in September and October 2013 provided data showing that they have special education
costs per student less than $30,000 for 98 percent of alf students with disabilities.
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In consultation with the Pennsylvania Department of Education, the Cormmission recommends
that LEA's apply for Extraordinary Cost Funds for student costs that exceed $75,000. The
market value/ personat income aid ratio shall be applied to calculations for applications for
student costs betwsen $75,000 and $100,000. The market value/ personal income aid ratio
shall not be applied to calculations for applications for student costs over $100,000. Forfunds
distributed for student costs in excess of $100,000, a payment cap for the [argest school district
shall be established, not to exceed the percentage of the school district's special education
population divided by the total special education population of Pennsylvania.

Funding for the distribution of extraordinary costs is summarized as follows:

2. More than $75,000 -- $100,000 -- Special Education costs per student minus the
special education subsidy per student x MV/P! aid ratio :

b. Over $100,000 and greater would be tunded minus special education subsidy per
student (MV/PI aid ratio not applied)

c. Establish a cap for the largest school district. Funding/payments cap not to excesd
the school district's special education population divided by the total special
education population of Pennsylvania, muitiplied by the total funds in the
Extraordinary Cost Fund for that year.

The annual budget appropriation for the Extraordinary Cost Fund should be maintaihed at no
less than the sum of one percent of the state’s special education appropriation plus the
additional amount of one percent of the state’s special education appropriation above the level
appropriated in 2010-11, This basic level of funding is needed to ensure the Fund can serve its

intended purpose o a minimal extent.

LEA Data on Student Enroliment and Educational Cost

Pennsylvania has not invested in developing the capacity to regularly document and evaluate
the educational costs associated with special education supports and setvices provided by
public schools to students with disabilities. The resoutces needed to annually collect this data
would be substantial, including computer systems and staffing within the Department and LEA's.
Current systems and staffing levels are not able to provide such data.

As a result, the Commission worked with the Depariment and the Independent Fiscal Office to
perforrn a thorough survey of 85 randomly selected school districts and 35 randomly selected
charter schools and cyber charter schools. (See Appendix for survey instrument.) The resulting
survey data, as correlated with additional data from the Department, allowed the Commission to
develop factors in the special education funding formula to accurately represent the needs and

costs of students and schools.

Based on its experiencs, the Commission recommends that the Department develop options for
strengthening the state and LEA capacity to provide improved annual data regarding these
issues. Model systems used by other states should be examined, with relative costs and

benefits considered.

Inclusion Costs

inclusion of students with disabilities in regular classrooms is one of the most challenging issues
for students, their families, and schools. The Commission repeatedly heard testimony about
how inclusion decisions are complicated by cost issues. Schools may be reluctant to pursue
inclusion due to transitional costs for training teachers and adjusting student services. Families
may perceive that students are placed in regular classrooms without sufficient support. State
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and federal law mandate student placement in the least restrictive environment and cost
concerns should not be a battier to legal compliance.

Section 2509.13(b) of Act 3 establishes a voluntary competitive grant program for LEA's

meeting academic inclusion and achievement criteria. The General Assembly should fund this

program to address these Important issues, as the state budget allows.
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IsSUES CONSIDERED WITHOUT RECOMMENDATION

This section contains observations about additional improvements worth considering for special
education funding, although the Commission will not make formal recommendations about

these issues.

Local Cost of Living

As discussed in previous sectlons, special education costs vary throughout the state based on
geographic price differences. The General Assembly should study options for developing an
accurate cost of living measurement for different communities in Pennsylvania, for possible
inclusion in future formulas for special education funding.

Hold Harmless and Minimum Ihcrease

The practices of *hold harmiess” (no loss of funding) and sminimum increage” (guaranteed rise
in funding) occur when the staie provides education funding for LEA’s even when the official
formula would not have provided such funding. These practices cause the state to spend
limited resources and distort the objective, equitable nature of data-based funding formulas.
The General Assembly should carefully consider these issuas before applying hold harmiess
and limited increases as part of the special education funding system.

Transportation Costs

The General Assembly should examine ways to revise the current formula used fo calculate and
distribute state funding for public school transportation to recognize the additional costs
associated with students eligible for special education.

Long Term Cost Projections

Special education costs are affected by long term state and national trends in disability rates,
which are predictable to some degree. \nflation is another predictabie influence on costs,
affecting special education mare than other areas of public education. The General Assembly

should study whether these factors can help to predict special education costs over time,
allowing for more effective fiscal planning by the state and LEA's.

Other Programs for Students with Special Needs

Two programs outside the scope of special education deserve recoghition. These programs are
valuable aspects of public education but recelve neither state nor federal funding.

The General Assembly should study the various aspects of gifted education in Pennsylvania,
including funding issues. ltis an important aspect of public education for many students,
families, and schools. '

Similarly, the General Assembly should examine the funding issues related fo services provided
by public schools for students with disabilities pursuant to Section 504 of the Rehabilitation Act
of 1973 and PA Code Chapter 15. Such students have disabilities requiring accommodation,
but are not eligible for special education.

Student Transience

The General Assembly should study ways that the state can facilitate a smoofh transition
between LEA’s for students with disabilities who may expetience frequent changes in residence,
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including children in foster care and many low-income families. Systemic improvements such
as centralizing records and coordinating communication between LEAs for these children could
lower costs and improve student services,
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INDEPENDENT FISCAL OFFICE — SURVEY TO LEA’S

TO: Local Education Agency CEQ/Superintendant

FROM: Dr. Carolyn Dumaresyq, Acting Secretary of Education; and
Senator Pat Browne and Representative Berhie O'Neil,
Co-Chairs of the Pennsylvania Special Education Funding Formula Commissian

DATE: September 24, 2013
RE: Request for Special Education Gost Estimations from Your LEA

As you know, special education funding is a crucial issue for all local education agencies (LEAs)
in Pennsylvania. We will greatly appreciate your fimely participation in completing cost
estimations to assist the Commonwealth in addressing the needs of students with disabilities
and the public schools that setve them. Details are enclosad below and in the spreadshest

accompanying this letter.

This work was authorized by Act 3, approved by the General Assembly earfier this year. Your
LEA was randomly and impartially selected, along with dozens of other school districts, charter
schools, and cyber charter schools. The data you provide will assist the Commission in
considering options for developing a new special education funding formula to distribute any
new state funding. The Commission will issus its final report later this year, including
recommendations for moving forward legislation to enact a new special education funding
system in Pennsylvania for the distribution of new special education dollars.

Your participation is vital and most appreciated. The cost estimation process for LEAs was
developed by the Commission and the Department, along with the Independent Fiscal Office
(IFO) and the Pennsylvania Association of School Business Officials (PASBO). The process
was designed to minimize the time required for you and your staff to provide the requested data.

INSTRUCTIONS. Detailed instructions are contained in the spreadsheet accompanying this
letter. You may find it helpful to coordinate your work on these tasks with the heads of special
education and business/finance offices for the LEA.

WEBINAR FORUM. On Monday, September 30, 2013 at 3:00 p.m., the Commission, the IFO
and PASBO will offer an informational web forum to discuss the methodology behind the cost
analysis and to answer any questions regarding your completion of the cost

estimates. Information about how to join the web forum is provided with this letter.

DEADLINE. By Friday, October 11, 2013, piease complete the spreadsheet and refurn it to
SpecialEdFundForm @pasen.goy. You can send questions about the spreadshest to the same
" e-mail address.

Thank you for joining in this important work. The members of the General Assembly along with
the Department of Education greatly appreciate your assistance.
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Detail for Cost Distributions

lower upper

bound bouand
0 1,000
1,000 2,000
2,000 3,000
3,000 4,000
4.000 5,000
5,000 6,000
6,000 7,000
7,000 8,000
8,000 5,000
9,000 10,000
10,000 11,000
11,000 12,000
12,000 13,000
13,000 14,000
14,000 15,000
15,000 16,000
16,000 17,000
17,000 18,000
18,000 19,000
15,000 20,000
20,000 21,000
21,000 22,000
22,000 23,000
73,000 24,000
24000 25,000
25,000 26,000
26,000 27,000
27,000 28,000
28,000 29,000
20,000 30,000
30,000 50,000
50,000 75,000
75,000 100,000

100,000 no limit

School Districts
share ‘cumulative
27% 2.7%
5.2% 7.9%
T70% 14.9%
5.7% 20.6%
5,1% 25.6%
53% 31.0%
5.2% 36.2%
5.0% 41,2%
5.4% 46,5%
52% 51.8%
4.5% 56.3%
4,49 60.6%
4.3% 65.0%
2.8% 68.8%
3.4% 72.2%
R.6% 74.9%
2.2% 77.1%
1.9% 79.0%
1.6% 80.6%
1.4% R2.0%
1.3% 83.3%
1.2% 84.5%
1.0% 85.6%
1.0% 86.5%
0.8% 87.3%
0.6% 87.9%
0.6% 88.6%
0.6% 89.2%
0.6% 89.8%
D.5% 90.3%
5.7% 96,1%
2.9% 899,0%
0.8% 69.8%
02%  100.0%

Charter Schools
share cumulative

33% 3.3%
4.9% 8.1%
7.7% 15.8%
7.8% 23.6%
9.0% 32.7%
9.0% 41.7%
9.7% 51.3%
8.7% 60.1%
7.3% 67.4%
49% 72.3%
3.3% 75.6%
3.7% 70.3%
2.7% 81.9%
3.4% 85.3%
2.4% 87.7%
2.0% 89.7%
0.7% 90.4%
1.3% 91.7%
1.2% 92.0%
0.6% 93.5%
0.5% 04.0%
0.6% 94.6%
0.5% 95.1%
0.6% 93.6%
0.4% 96.0%
0.5% 96.5%
0.4% 96.9%
0.3% 97.2%
0.4% 97.5%
0.3% 97.8%
1.0% 98.8%
0.5% 99.3%
0.2% 05.6%
0.4%

100.0%
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Instructions for Special Education Funding Formula Cost Analysis
September 19, 2013

To fuifill its obligations under Act 3 of 2012, the Spedal Education Funding Formuta Commission
{Commission) requests that 100 randomly sampled Local Education Agencies {LEAs, 65 school
districts and 35 charnterfoyber charter sthools) provide two types of specidl education cost
estimates, The information will bz used by the Commission to {1} construct a statewide per
pupil cost distribution for special education students and (2) provide data regarding the
dispersion of costs to provide spadal sducation services across the state.

HNote: The first part of this information request focuses on the costs of cartain actual speciof
education sRidents in each LEA, as oppased to costs about a specific exceptionaiity or specific
special education service. The dota will provide the Commission with a snapshot of an LEA's
distribution of per pupil costs for special education students. For thor purpose, this information:
requast attempts 10 determine the range of an LEA's spedial education costs and the share of
students that exist at eoch point on that cost spectrum. It is recognized that ail cost estimates
regresent only rough aopproximations bosed on the LEA's best judgment.

B, Representative Students

The Commission requests that LEAs estimate the cost of several representative specal
education studants for the 201 1-12 school year. This protedure is simiiar to the estimateas LEAs
supply in their annual Act 16 submission to the Pennsyfvania Department of Education (PDE).
Howewver, for this purposa, the Cammission requests that LEAS provide additional detail refative
1 what is required by the Act 16 submission and, unfike the Act 16 submission, this request
does not spedfy specific doliar thresholds (e.g., $25,000, $50,000 and 575,000) as each LEA will
have a unique distribution of per pupil spedial education costs.

The Commission requests that LEAs idemtify an actual student based on 2011-12 data that
would serve as a representative for each of the six categories below. Once students have hean
identified, please provide cost estimates for each of those representative students. See Partbof
the Cost Analysis tab for an itetmization of the various spedal education costs to Include in
those estimates.




Median Student- For this student, 50 percent of spedial education studems are less expensive,
and 50 percent are more expensive. The madian student would be located in the middie of an
LEA"s distribution of spedal education. students. For example, if the LEA has 100 spedal
edyucation students and they are aligned from lowest 1o highest Cost, this would ba the 50
student. {Note: The median student Wil he a3 costly than the average cost of a student
because a relatively small number of students with severe disabilities drive up the average
cost.) ‘

Representative Sudent1: A studert who repressnits the very tow end of the spedal
education cost scale. In terms of cost, this student woudd approximately reside in the 16" cost
percentile. That ks, roughty 50 percent of special education students require a: highet {evel of
expenditures. ‘

Representative Student2: A student whao is somewhat jess costly than the median stodent.
I terms of cost, this student would approximately reside the 30% cost perceniile. That is,
roughty 70 percent of special education students require a higher level of expanditures.

R atve entd: Meadian Stadent from above.

_Representative studentd: & student who represents the upper-mickiie end of the spedal
education cost scale. In terms of cost, this student would approximately reside in the 75 cost
parcentile. THT &, roughly 25 percent of special education sbudents require a higher levet of

expentitures.

Representative Student 5. A student who represents the higher snd of the spedal education
cost scale. In terms of cost, this student would approsimately reside in the 90™ cast percentiie.
That is, roughly 10 percent of special education stixdents require a higher leved of expenditures,

Representative student 6 A student who represents the very 1op end of the specal
education cost scale. In terms of cost, this student would approsimately reside in the 99™ cost
percentile. The LEA will have a very small number of special education students who requine a
higher level of expenditures, but those students provide less information reganding “typicat™
casts for students who require 2 very high level of servies.

Please use the Cost Analysis tab to enter cost estimates for the six Representative Students. The
spreadsheet can be used to cafibrate the estimates 1o ensure that they are roughty conststent
fi.e., +/- 10 percent) with reporied total spedial education spending for 2011-12. (EAs need only
enter cost estimates for the six Representative Students; other data will be pre-popuiated onoe
mgsurvevramnder has identified his or her LEA from the pulf down menu.




8. Prototype Stadents

The Commission also seeks information regarding the dispersion of spedal education costs
aaross LEAs. Each LEA will have unique factors that drive costs such as geography, immediate
availability of services and the intensity of services provided. In order 1o gauge that dispersion,
the Commission requests that LEAS estimate the cost for three hypothetical “prototype”
students who represent the lower, middle and upper portions of the spedal education cost
spectrum. The estimates will be used to demonstrate how costs vary based on geographic
locarion, type of schoal district {e.g., rural, suburban or urban) and other relevant factors.
Please see Part 1) of the Cost Analysis tab for a list of the services reguired by the three

- prototype students.
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PRINTER'S n0. 2161

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1521 "%

INTRODUCED BY KIRKLAND, SEPTEMBER 4, 2015

REFERRED TC COMMITTEE ON EDUCATION, SEPTEMBER 4, 2015

AN ACT

Amending the act of March 10, 1948 {P.L.30, No.1l4), entitled "An
act relating to the public schocl system, including certain
provisions applicable as well to private and parochial
schools; amending, revising, consolidating and changing the
laws relating thereto," in reimbursements by Commonwealth and
between school districts, further providing for discretionary
funds to assist school districts experiencing extreme
financial difficulty.

Lo I o IS N U 3N I N

o

The General Assembly of the Commonwealth of Pennsylvania

10 hereby enacts as follows:

11 Section 1. Section 2502.27 of the act of March 10, 1949

l2 (P.L.30, No.ld), known as the Public School Code of 1949, is
13 amended by adding a subsection to read:

14 Section 2502.27. Discretionary Funds to Assist School

15 Districts Experiencing Extreme Financial Difficulty.-—-#* + «

16 (d) A sum of twenty-~five million dellars ($25,000,000) shall

17 be appropriated from the General Fund to the Department of

18 Education for the 2015~2016 fiscal vear for pavments to school

19 districts located in a county of the second clase A that have

20 peen declared distressed pursuant to Article VI-A. The Secretary

21 of Education shall establish guidelines for the following:




W N

5
6

20150HB1521PN2161 “

(1} School districts' applications for the funds.

2 Department approval of applicaktions for funds.

{3) Department distribution of funds.

{4) School districts' expenditure of the funds.

The Secretary of Fducation shall report to the General Assembly

on_such expenditures.

Section 2. This act shall take effect immediately.

L]
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IN THE COURT OF COMMON PLEAS OF DELAWARE COUNTY,
PENNSYLVANIA
CIVIL DIVISION

IN RE: APPOINTMENT OF A : CIVIL DIVISION
RECEIVER FOR THE CHESTER : NO. 12-9781
UPLAND SCHOOL DISTRICT

MEMORANDUM OF LAW IN SUPPORT OF THE
CHESTER UPLAND SCHOOL DISTRICT AND THE
PENNSYLVANIA DEPARTMENT OF EDUCATION’S
JOINT PETITION TO AMEND THE FINANCIAL RECOVERY PLAN

Chester Upland School District (“District”) seeks to restore financial
stability so that it can focus on providing quality education to its students. The
School District Financial Recovery Act provides the tools necessary for the
Receiver—as authorized by the Court—to repair the District’s financial situation
by addressing two distinct challenges: (1) its recurring annual structural deficit and
(2) its negative fund balance.

The bulk of this year’s structural deficit derives from the District’s payment
of overinflated tuition rates for special education students in charter schools,
Neighboring school districts who send special education students to the same
charter schools pay much less than the District. This is patently unfair and one of
the main reasons the District faces such financial distress. Therefore, as set forth
more fully in the revised Amended Financial Recovery Plan and below, the

Receiver seeks to modify payments made by the District to charter schools for



special education in an equitable manner. The three brick-and-mortar chatter
schools located within the District boundaries have already agreed to accept a
" reduced special educatioh charter tuition rate.

But this initiative alone will not suffice to return the District to financial
stability. The Receiver therefore proposes additional actions designed to eliminate
the District’s annual structural deficit and climinate the District’s negative fund
balance. Together, these initiatives will provide a comprehensive and thorough
financial plan that will restore the District to financial stability.

QUESTION PRESENTED TO THE COURT

Should the Court grant the Petition to Approve the revised Amended
Financial Recovery Plan and authorize the Receiver to implement the initiatives
outlined in the Plan, including: (1) adjusting the tuition rate for special education
students in all charter schools; and (2) implementing measures 10 reduce the
District’s negative fund balance that will allow the District to plan for the future.

Suggested Answer: Yes.

1.  BACKGROUND
The District’s financial situation has continued to deteriorate over the past
few years. If no action is taken, the District’s negative fund balance will reach

$50.9 million by the end of the 201 5-16 school year. The School District Financial

2




Recovery Act empowers the District, with the Court’s approval, to turn this
situation around and return the District to financial stability.

A. Financial Recovery Act

The School District Financial Recovery Act was signed into law in 2012, at
a time when many school districts struggled financially. Depending on the severity
of the school district’s financial state, the law classifies a financial recovery school
district as either moderate or severe. 24 P.S. § 6-651-A; 6-661-A. The District,
the most financially distressed school district in the Commonwealth, is one of two
school districts identified in severe financial recovery status.'

The development and implementation of a financial recovery plan is the crux
of the financial recovery process. A financial recovery plan must:

» Provide for the delivery of effective educational services to all students
enrolled in the financial recovery school district

» Provide for the payment of lawful financial obligations of the financial
recovery school district

x Provide for the timely deposit of required payments to the Public School
Employees’ Retirement Fund

= Provide a plan for the financial recovery school district’s return to
financial stability

! Only nine school districts may be in financial recovery status at one time. 24 P.S. § 6-621-Aa)(1)(ii).

3




24 P.S. § 6-641-A(1-4). In addition to the development and implementation ofa
financial fecovery plan, financial recovery school districts are empowered with the
legal authority to exercise extraordinary powers only available to financial
recovery school districts. 24 P.S. § 6-642-A. Some of these extraordinary powers
include the ability to:

x Convert school buildings to charter schools

« (Cancel or renegotiate any contract to which the board of school directors
or the school district is a party

» Dispense with the services of such nonprofessional employees that are
not needed for the economical operation of the district

= Enter into agreements with persons, for-profit, ot nonprofit organizations
providing noninstructional or other services

s

24 P.S. § 6-642-A.

When a financial recovery school district is in receivership, the law grants
the receiver even more robust powers to assist a district achieve financial stability.
These additional powers are conferred upon the receiver in recognition of the fact
that receivership is an extraordinary measure taken in only the most severe
circurnstances. The receiver is empowered with the additional authority to:

» Modify the financial recovery plan as necessary to restore the school

district to financial stability by submitting a petition to the court of
common pleas



» Employ financial or legal experts the receiver deems necessary to
implement or modify the financial recovery plan

» Direct the board of school directors to levy and raise taxes
= Impair or modify existing bonds, notes, school district securities or other

lawful contractual or legal obligations of the school district if ordered by
a court of competent jurisdiction or as provided in section 642-A(a)(3)

24 P.S. § 6-672-A.

The School District Financial Recovery Act is unique in the respect that it
allows financial recovery school districts to exercise extraordinary powers not
available to other school districts, This is in contrast to previous laws which
- focused more on alternative governance structures as solutions to academic and
fiscal problems.” However, the Act recognizes that some school district issues are

not solely caused by the governance of the school district.

In the District’s case, a change in its governance structure has been critical
to its recovery, but has not been enough to solve the District’s financial woes. The
Receiver must exercise additional powers provided by the Financial Recovery Act
to reduce the District’s structural deficit and negative fund balance, and to bring

about true financial recovery.

2 The former Education Empowerment Act, which the District was subject to, governed academically
distressed school districts from 2000-2010. See 24 P.S. § 17-1701-B, et. seq. The Education
Empowerment Act provided for a Special Board of Control to govern the District,

5



The School District Financial Recovery Act is the sole remedy the law
provides to turn financial recovery school districts around. The Act explicitly
prohibits a school district from filing bankruptcy. 24 P.S. § 6-692-A. As such, the
powers given to a financial recovery school district are the only powers at a

receiver’s disposal to exercise in returning the District to financial stability.

B. Recommendations of the Special Education
Funding Commission

The revised Amended Financial Recovery Plan adapts and relies upon
recommendations of the Special Education Funding Commission, and a brief
background is provided here,

In 2013, the General Assembly recognized that significant issues existed
regarding the funding of special education students in Pennsylvania. Act3 of2013
established a bipartisan, bicameral Special Education Funding Commission and
charged the Commission with reviewing Pennsylvania’s system related to special
education funding. See 24 P.S. § 1—122. The Commission issued its report in

December 2013 and recognized the inequity in funding all special education



students in the same manner regardless of the actual cost of educating those
students.’

The Commission recommended distributing funding based upon actual
expenditures usiﬁg three levels of per student multipliers relative to cost of
services," The three tiers of multipliers have since been enacted into law to
determine distribution of new state funding for special education. See 72 P.S. §
1722-J(10). The Commission also recommended using the same three tiers of
multipliers for charter school funding. These multipliers should be used with the
charter school regular education rate as the mechanism to provide additional
funding for special education students, as compared to the current formula which
provides just one flat special education rate.

IT. 'ARGUMENT

A. The Financial Recovery Act Empowers the Court
to Authorize the Modification or Impairment of
Lawful Contractual or Legal Obligations.

The School District Financial Recovery Act provides that a receiver may not

“unilaterally impair or modify existing bonds, notes, school district securities or

A copy of the Commission’s report is attached to the Petition as Exhibit B,

The commission proposed utilizing three categories based upon the actual cost of education. Category 1
was for students receiving services costing less than $25,000 per year; Category 2 was for students
receiving services equal to or greater than $25,000, but less than $50,000; and Category 3 was for students
receiving servicss equal to or greater than $50,000.
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other lawful contractual or legal obligations of the school distri.ct, except_as

otherwise ordered by a court of competent jurisdiction or as provided in section
642-A(a)(3).” See 24 P.S. § 6-672-A(c)(3) (emphasis added)’ By its terms, this
provision unequivocally allows the Receiver to impair or modify legal
obligations-——such as the ones identified in the Amended Financial Recovery
Plan—when those modifications are approved by a court. In other words, the
General Assembly has explicitly authorized courts overseeing receivership
proceedings to order the modification of contractual and legal obligations that will
help a school district in recefvership achieve financial recovery.
i The Plain Language of the Financial
Recovery Act Authorizes the Modification or
Impairment of Lawful Contractual or Legal
Obligations.
Pursuant to the Rules of Statutory Construction, every statute “shall be
construed, if possible, to give effect to all of its provisions.” 1 Pa.C.S. § 1921(a).

Section 672-A(c)(3) restricts the Receiver from unilaterally modifying legal

obligations, but the provision conversely permits such modifications with court

5 To clarify, the power to cancel or renegotiate contracts as provided for in section 642-A(a)(3) is not applicable in
this case because a charter agreement is not a contract, it is a government license, Foreman V. Chester Upland
School District, 941 A.2d 108 (Pa. Cmwlth. 2008)(holding that the relationship between a school district and a
charter school is not contractual, but regulatory: school directors are obligated to issue a charter if the applicant
satisfies the criteria set forth in the Charter School Law); see also Community Academy v. SRC, 65 A.3d 1023 (Pa.
Cmwlth. 2013). As such, the Receiver is requesting a modification of a legal obligation because the charter school
formula is set forth in section 1725-A of the Charter School Law. 24 P.S. § 17-1725-A.
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approval. A confrary interpretation that only views section 672-A(c)3) as a
prohibition on the receiver’s action would give no effect to the phrase “except as
otherwise ordered by a court of competent jurisdiction.” In order to give effect to
all of the language in section 672-A(c)(3), it must be interpreted as both a
restriction on the Receiver’s unilateral power and an authorization for the Receiver
to exercise such power if ordered by a court. A contrary interpretation would give
no discernable meaning to the authorizing language. Moreover, it would frustrate
the plain legislative intent that the Receiver, along with the Court charged with
responsibility for approving the Receiver’s Financial Recovery Plan, has all the
tools necessary to restore financial recovery school districts to financial stability.
The Rules of Statutory Construction also provide that “[w]hen words of a statute
are clear énd free from all ambiguity, the letter of it is not to be disregarded under
the pretext of pursuing its spirit.” 1 Pa.C.S. § 1921(b). In this case, the language of
section 672-A(c)(3) is clear. The plain language provides for a restriction on the
Receiver’s unilateral power and an authorization to exercise such power if ordered
by a court.

If section 672-A(c)(3) were found to be ambiguous, the Rules of Statutory
Construction permit the intention of the General Assembly to be ascertained by

considering, among other matters, (1) the occasion and necessity for the



statute/mischief to be remedied and (2) the consequences of a particular
interpretation. 1 Pa.C.S § 1921(c)(1,3,&6).

When the School District Financial Recovery Act became law in 2012,
many school districts were struggling financially. The General Assembly designed
the law to provide targeted support to financial recovery school districts to allow
them to achieve financial stability. See generally 24 P.S. § 6-601-A. In fact,
legislative history demonstrates that the General Assembly intended to identify the
District as one of the school districts in financial recovery status. See House
Journal, Pages 1577-1590, June 28, 2012.5 In discussing the background of the
law, Senator Piccola explained during a Senate debate that:

We have two school districts in this Commonwealth that literally are

facing running out of money probably before the end of the year,

Chester-Upland and Duquesne.... And I believe that the last thing we

want to do is get to sometime in the middle of a school year and have

school buildings closed, and kids out on the street and not receiving

the education that 1 think they are entitled to here in the

Commonwealth of Pennsylvania.

See Senate Journal, Page 623, June 19, 2012. Unquestionably, the General

Assembly knew the law would apply to the District. Therefore, it must be inferred

§ In providing background of the law, Representative Clymer, one of the sponsors of the legislation,
explained that “[t]his is a plan to stabilize financially failing schools. . . They have created two categories —
a moderate financial recovery plan that would involve Harrisburg and York, and a severe financial recovery
plan that would involve Duquesne and Chester Upland.”
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that the General Assembly intended the law to provide a remedy for the District to

achieve financial stability, and the law should be interpreted accordingly.
Interpreting the Financial Recovery Act to not empower the receiver to alter

contractual and legal obligations with court approval would eviscerate the purpose

and spirit of the law, The Receiver is empowered with the authority to “[m]Jodify

the financial recovery plan as necessary fo restore the school district to financial
stability by submitting a petition to the court of common pleas.” 24 P.S. § 6-672~
A(b)(5) (emphasis added).” In order to restore the District to financial stability, the
District must modify legal obligations such as the special education charter tuition
rates discussed more fully below. The District’s charter schools have already
agreed to accept a modified special education tuition rate. However, there are
other charter schools, including brick-and-mortar and cyber schools, that accept
District students. As such, the modified special education tuition rate, already
imposed upon the District’s charter schools, should be applied to all charter
schools based upon the legal authority of the Receiver and Court to impair legal

obligations. Without the ability to modify obligations such as tuition rates, the

The Receiver’s power to modify the financial recovery plan in section 672-A(b)(5) is stronger than a Chief
Recovery Officer’s power to modify the financial recovery plan in section 664-A(a)(4). A Receiver is
empowered with the authority to modify the plan “as necessary to restore the school district to financial
stability,” whereas a Chief Recovery Officer may only do so if “necessary to implement or complete the
plan or adapt the plan to circumstances that arise or become apparent after approval of the plan.” 24 P.S. §
6-672-A(b)(5); 6-664-A(a)4).
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Receiver cannot create a plan that provides for the restoration of financial stability
to the District—i.e., the primary purpose of the Financial Recovery Act. The
consequence of an interpretation that does not permit a court to modify obligations
is that none of the components of a financial recovery plan can be fulfilled.”

The Rules of Statutory Construction further call for the presumption that the
General Assembly “intends the entire statute to be effective and certain.” In order
to read the entire School District Financial Recovery Act as a whole and attempt to
give effect to the entire law, the Receiver must be empowered with the authority to
amend the financial recovery plan by modifying charter school special education
tuition rates. 1 Pa.C.8 § 1922(2); see also In re Appointment of a Receiver for the
Chester Upland School District, No. 12-9781 (Aug. 25, 2015). Given that charter
school payments are one of the District’s largest expenditures, the law must be
interpreted to allow the District to modify the obligation to pay an overinflated
special education tuition rate. Otherwise, the Act, which the General Assembly

drafted with the District itself in mind, would be rendered meaningless. The

s A financial recovery plan must provide for (1) the delivery of effective educational services to all students
enrolled in the financial recovery school district; (2) the payment of lawful financial obligations of the
financial recovery school district; (3) the timely deposit of required payments to the Public School
Employees’ Retirement Fund, and (4) a plan for the financial recovery school district’s return to financial
stability, 24 P.S. § 6-641-A(1-4). The plan must also include recommendations for satisfying judgments,
past-due accounts payable; eliminating deficits; balancing the budget; and proposing the reduction of debt
due on specific claims. 24 P.S. § 6-641-A(4)1).
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District cannot extricate itself from financial distress without adjusting special
education charter tuition rates. If the Court were not empowered to order this
modification, the Act would not be given effect,

This Court has already decided this point of law and held that the School
District Financial Recovery Act allows the Receiver to impair or modify legal
obligations—such as the ones identified in the revised Amended Financial
Recovery Plan—when those modifications are approved by a court. See In re
Appointment of a Receiver for the Chester Upland School District, No. 12-9781
(Aug. 25, 2015), at page 4. This Court held that “[c]learly by indicating
“contractual or legal obligations”, the Legislature anticipated legal statutorily
mandated obligations as well to be included in this statute and is subject to change
in the microscopic instance when considering these distressed districts.” Id. The
court’s “limited role in this process . . . is to determine merely whether the
proposed modification is arbitrary, capricious, or wholly inadequate to restore the
school districts to financial stability as established by clear and convincing
evidence.” See In re Appointment of a Receiver for the Chester Upland School

District, No. 12-9781 (Aug. 25, 2015).°

? The law also states that “[i]f there is a conflict between this act or ather State law, the provision of this

article shall prevail.” 24 P.S, § 6-691-A(b). To the extent that the Act is inconsistent with another
provision of law, the General Assembly intended the Financial Recovery Act to control,
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ii. The General IAssembly Properly Delegated
Authority to the Receiver and Court to Impair
Lawful Contractual or Legal Obligations.

Article II, Section 1 of the Pennsylvania Constitution provides that “[t]he
legislative power of this Commonwealth shall be vested in a General Assembly,
which shall consist of a Senate and a House of Representatives.” PA. CONST. ART.
I, Sec. 1. The non-delegation principle does not require that all details of
administration be precisely or separately enumerated in the statute. While the
legislature cannot delegate power to make a law, it may, where necessary, “confer
authority and discretion in connection with the execution of the law; it may
establish primary standards and impose upon others the duty to carry out the
declared legislative policy in accordance with the general provisions of the act.”
Chartiers Valley Joint Schools v. Allegheny County Board of School Directors, 211
A.2d 487 (Pa. 1965) (quoting Belovsky v. Redevelopment Authority, 54 A.2d 277,
284 (Pa. 1947)). However, the legislation must contain adequate standards which
will guide and restrain the exercise of the delegated powers. Id. at 493.

The General Assembly, in the School District Financial Recovery Act, set
forth adequate guidance for the Receiver and Court to follow when making

decisions on whether to impair a lawful contractual or legal obligation. See 24 P.S.

§ 6-672-A. First, the Receiver may only modify the District’s Financial Recovery
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Plan if necessary “to restore the school district to financial stability.” 24 P.S. § 6-
672-A(5). The Court must then approve the plan unless the requested modification
is “arbitrary, capricious, or wholly inadequate to restore the school district to
financial stability.” 24 P.S. § 6-672-A(5), This statutory scheme demonstrates that
the General Assembly has provided clear guidance to both the Receiver and the
Court on when it is appropriate to impair a legal obligation, In order to do So, the
Receiver must submit a plan modification that is necessary to restore financial
stability to the District; correspondingly, the Court must find that the impairment
of the legal obligation is not arbitrary, capricious, or wholly inadequate to restoring
financial stability to the District. Also, the power is ultimately restricted because it
may only be exercised when a school district is in receivership pursuant to the
School District Financial Recovery Act. The Receiver and Court may only impair
legal obligations under those circumstances as specifically prescribed by the
General Assembly.

The Receiver and PDE are not requesting that this Court create a new law.
Instead, they are requesting that this Court permit the Receiver to exercise a power,
with the Court’s approval, already set forth in the law. The General Assembly has
provided the proper guidance necessary for the District and the Court to follow

when making the decision to impair a legal obligation.
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iii,. The Proposed Modification of Legal
Obligations Will Ensure that all District and
Charter Students are Funded in an Equitable
Manner.

The Equal Protection Clause of the U.S. Constitution provides that “[n]o
State shall deny to any person within its jurisdiction....the equal protection of the
laws.” U.S. CONST. ART. XIV. Pennsylvania courts apply essentially the same
standards when adjudicating claims under the Equal Protection Clause of the U.S.
Constitution and the comparable provisions of the Pennsylvania Constitution. See,
e.g., Jae v. Good, 946 A.2d 802 (Pa. Cmwlth. 2008).

Equal protection principles do not vitiate the General Assembly’s power to
make classifications, which flows from its general power to enact regulations for
the health, safety, and welfare of the community. Harrisburg Sch. Dist. v. Zogby,
828 A.2d 1079 (Pa. 2003) (citing Harris v. State Bd. of Optometrical Exam'rs.,
135 A. 237, 240 (Pa. 1926)). Equal protection principles do permit differential

treatment of persons having different needs provided that “classifications at issue

bear a reasonable relationship to a legitimate state purpose.” 1d. (citing Tosto v. Pa.

Nursing Home Loan Agency, 331 A.2d 198, 204 (Pa. 1975).
The General Assembly has clearly designated school districts in financial

* recovery status as a classification of school districts. See generally 6-601-A, et.
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seq. Financial recovery school districts, particularly those designated as severe
financial recovery status, are permitted to exercise extraordinary powers not
available to other school districts. See 24 P.S. § 6-672-A. This classification bears
a reasonable relationship to the legitimate state purpose of helping financially-
distressed school districts achieve financial stability.

Furthermore, the power that the Receiver and PDE are requesting to
exercise—the reduction of the special education charter tuition rates—will not
even subject charter schools to a different funding mechanism compared to other
charter schools. The current funding mechanism for charter schools, as set forth in
section 1725-A, results in every single school district having a different special
education charter tuition rate ranging from $13,000 per student to $44,000 per
student across the Commonwealth. Under the Receiver’s proposal, the charter
schools would be funded by the same mechanism, but pursuant to a reduced rate
more consistent with the actual cost of education. This proposal will ensure that all
students have equal access to education in the Chester Upland with funding

distributed in an equitable manner.
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B. The Receiver’s Proposed Modification of Charter
School Tuition Rates is not Arbitrary, Capricious,
or Wholly Inadequate to Restore the District to
Financial Stability.

The proposed modification of charter school tuition rates will drastically
reduce the District’s structural deficit, which is the first distinct financial challenge
the District must address in order to achieve financial stability. The power to
modify a legal obligation is an extraordinary powet that should only be wielcied in
extreme circumstances. However, given the financial state of the District, urgent
circumstances require extraordinary action. Altering the charter school tuition
rates would constitute a modification of a legal obligation because the rates are set
pursuant to section 1725-A of the Charter School Law. 24 P.S. § 17-1725-A. As
set forth more fully in the revised Amended Financial Recovery Plan, the biggest
obstacle to the District achieving financial stability is the huge amount of special
education charter school payments made by the District. This extremely high
payment is calculated using patently unfair methodology. The District cannot
attain financial stability without addressing this urgent and critical issue through
the modification of the special education charter tuition rates.

The amount that the District pays per special education student to charter

schools has absolutely no relation to the actual cost of educating these students.

Arguably, the special education tuition formula was designed to measure a school
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district’s own efforts related to special education expenditures per student such that
the same amount would be contributed by the District with students entrolled in
charter schools. However, the formula completely and utterly distorts the
District’s own effort related to special education expenditures by assuming the
percentage of special education students in a school district is the statewide
average of 16 percent. In reality, the District’s actual percentage of special
education students is 24 percent.

Furthermore, if nothing changes, the charter schools will continue to receive
a uniform tuition rate for all special education students, regardless of a student’s
special education needs. In 2015-16, charter schools would receive $40,315 per
special education student from the District. Charter schools would receive $10,683
per regular education student, meaning an additional $29,632 is paid to a charter
school for each special education student regardless of the actual cost to educate
and regardless of the needs of the special education student. And nearly all of the
special education students in charter schools require the least intensive amount of
services—yet the District is forced to pay the same rate of $40,315 per student.

Representatives of some of the District’s charter schools have even admitted
that the District’s special education tuition rates are too high. See August 25, 2015

Hearing Transcript, at 140, 172, Furthermore, they have admitted that the charter
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schools utilize the excess special education funds to subsidize their entire

operations. Id, at 170. Equity demands that the District no longer continue to pay

unfair special education rates when those funds admittedly are not used to pay for-
special education services. Therefore, there must be a rational, reasonable

approach to calculating special education charter tuition rates for the District.

As recommended by the Special Education Funding Commission report, a
modified special education charter tuitiqn rate utilizing the regular education
charter tuition rate in conjunction with a multiplier, is a well-reasoned approach to
reduce the District’s special education charter tuition rate. For the 2015-16 school
year, a 2.53 multiplier should be applied to the regular education rate of
$10,683.29. This modified rate is more in line with the rate paid by surrounding
school districts.

Given the research done by the Special Education Funding Commission and
considering its bipartisan, bicameral backing, the reduction of the special education
charter school tuition rate in accordance with the spirit of their recommendations 18
not arbitrary and capricious. Additionally, this measure will continue to ensure
that all students, regardless of whether they attend District or charter schools,
receive effective educational services. See In re Appointment of a Receiver for the

Chester Upland School District, No. 12-9781 (Aug, 25, 2015), at page 9.
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The District’s charter schools have also agreed to forgive tuition still owed
from the 2014-15 school year. Based upon the savings realized from this
forgiveness, the District will have sufficient cash flow for the 2015-16 school year.
However, even with the savings from the modified special education charter tuition
rate, the District will need additional funding in order to close the gap on their
structural deficit in future years. As such, the Governor’s office will work with
PDE and the District to request that the General Assembly provide a permanent
increase to the base of the District’s basic education funding starting in the 2016-
17 school year. The increased basic education funding, in conjunction with the
modified special education charter tuition rate, will once and for all fix the
District’s structural deficit.

C. The Receiver’s Proposed Actions to Reduce the
District’s Negative Fund Balance are not

Arbitrary, Capricious, or Wholly Inadequate to
Restore the District to Financial Stability.

In addition to the reforms needed to eliminate the District’s structural deficit,
the revised Amended Financial Recovery Plan addresses how to eliminate the
District’s negative fund balance, the second financial challenge facing the District.
First, the Governor’s office has requested that the General Assembly provide a
one-time subsidy payment to the District to eliminate the District’s negative fund

balance. Based on that request, Representative Kirkland has introduced legislation
21



(HB 1521), which would provide $25 million in one-time funds that would be used
to eliminate the District’s negative fund balance entirely. While the District and
PDE will advocate for the passage of this bill, this course of action is dependent
upon the General Assembly’s actions. Therefore, there must also be contingencies
put in place to address the negative fund balance in the event that the General
Assembly fails to pass this legislation.

If the General Assembly fails to pass HB 1521, then the District would
refinance its debt to eliminate the negative fund balance. A commitment is being
secured by a financial institution to provide financing, contingent upon approval of
the revised Amended Financial Recovery Plan. This refinancing will allow the
District to pay its negative fund balance over a number of years. This refinancing
will ensure that the District has adequate cash flow to make payments to charter
schools and other vendors. In addition to either the adoption of HB 1521 or
refinancing, the District will be able to realize additional savings through the use of
its financial turnaround specialist, an initiative already approved by this Court.

Also, the District’s charter schools have agreed to forgive the tuition still
owed from the District for the 2014-15 school year. This has the impact of |
immediately reducing the District’s negative fund balance. Additionally, in the

revised Amended Financial Recovery Plan, the Receiver has requested that the

22



same forgiveness be applied to all outstanding charter tuition for the 2014-15
school year. As with the modification of the special education charter tuition rate,
this would be a modification of a legal obligation. This forgiveness is needed to
ensure that there is adequate cash flow for the 2015-16 school year while the
longer-term initiatives are being completed, such as advocating that the General
Assembly increase the District’s basic education funding,

These proposed actions will eliminate the District’s negative fund balance
and will lead to even greater financing savings by the District. Once the District’s
structural deficit and negative fund balance are eliminated, the District then must
focus on planning for the future. A serious concern is the state of the high school
facility. During legislative negotiations for an overhaul to the Plancon process, the
Governor’s Office will seek a provision to assist the District in its efforts to
renovate the high school.

III. CONCLUSION .

Simply cutting non-charter expenditures will never be enough to fix the
massive structural deficit in the District’s budget each year. The only way the
District can attack its structural deficit is to address its biggest cause—the
disproportionately high chgrter school tuition rates that the District is forced to pay

under an inequitable formula. This initiative, in addition to a permanent increase
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to the District’s basic education funding, will address the root cause of the
District’s structural deficit and ensure that all students in the District——regardless
of whether they are educated at District or charter schools—have access to a.
quality education.

The modification of the special education charter tuition rate in conjunction
with the other initiatives in the Revised Financial Recovery Plan will result in the
District’s annual expenditures being in line with the District’s annual revenues for
the first time in decades. The alignment of the expenditures with revenues will
ensure that the District has adequate cash flow to make timely payments to all
vendors, including charter schools. The approval of these initiatives will provide a
clear and comprehensive path for the District to achieve financial recovery.

For the reasons set forth in the Joint Petition to Amend the Financial
Recovery Plan and in this supporting Memorandum of Law, the Receiver and the
Secretary of Education request that this Honorable Court approve the Amended

Financial Recovery Plan.

Respectfuli;fubmitted, 3
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Media, PA 19063
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VERIFICATION

Receiver Francis V. Barnes deposes and says (1) that I am authorized to make and do
make this verification on behalf of the Chester Upland School District; and (2) that the factual
averments contained in the foregoing document are true and correct to the best of my knowledge,
information and belief. This verification is made subject to the penalties of 18 Pa. C.S. §4904

(relating to unsworn falsification fo authorities)

_ /M,m{// 74@44@7/

Francis V. Barnes
Receiver of Chester Upland School District




VERIFICATION

Executive Deputy Secretary of Education David Volkman deposes and says
(1) that T am authorized to make and do make this verification on behalf of the
Peﬁsylvﬂa Depa_rtment of Education; and (2) that the factual averments
contained in the foregoing document are true and correct to the best of my
knowledge, information and belief. This verification is made squect to the

penalties of 18 Pa.C.S. § 4904 (relating to unsworn falsification to authoritics),

/ﬁmﬂ /
David Volkman
Executive Deputy Secretary of Education




CERTICATE OF SERVICE

I hereby certify that on this 2nd day of October 2015, I have caused the

foregoing Petition to be served upon the persons and in the manner indicated

below:

Service by Electronic Mail

Rocco P. Imperatrice, 111, Esquire

Imperatrice, Amarant & Bell, P.C.

3405 West Chester Pike
Newtown Square, PA 19073

Kevin M. McKenna, Esquire
Jennifer K. McLoughlin, Esquire
Latsha Davis & McKenna, P.C.
350 Eagleview Blvd., Suite 100
Exton, PA 19341

George Dawson, Esquire
Suite F, Second Floor
2173 MacDade Boulevard
Holmes, PA 19043
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Kevin D. Kent, Esquire

Joshua J. Voss, Esquire
Conrad O’Brien

1500 Market Street, Suite 3900
Philadelphia, PA 19102

James J. Byrne, Esquire
McNichol, Byrne& Matalwski
1223 N. Providence Road
Media, PA 19063

Brian Leinhauser, Esquire

The MacMain Law Group, LL.C
101 Lindenwood Drive, Suite 160
Malvern, PA 19355
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/" fames R. Flandreau
Attorney [.D. No. 39562
{ Paul, Flandreau & Berger LLP
320 West Front Street
Media, PA 19063
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Form of Co-Bond Counsel Opinion
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The form of the approving legal opinion of Co-Bond Counsel is set forth below. The actual opinion
will be delivered on the date of delivery of the Bonds and may vary from the form set forth to reflect
circumstances both factual and legal at the time of such delivery. Co-Bond Counsel has no duty, and
has assumed no obligation, to revise, update or supplement its opinion to address or reflect a change
or changes in such circumstances subsequent to the date of delivery of the Bonds, whether or not it
has notice or obtains knowledge of the same, and whether or not this Official Statement shall be
recirculated. The approving legal opinion of Co-Bond Counsel represents its considered
professional judgment, following a comparison of relevant factual certifications to applicable law.
Such opinion is not a guarantee of a particular result, nor is such opinion binding on any
administrative or judicial tribunal.

$7,500,000
STATE PUBLIC SCHOOL BUILDING AUTHORITY
(Commonwealth of Pennsylvania)
Federally Taxable School Revenue Bonds
(Chester Upland School District Project)
Qualified Zone Academy Bonds — Tax Credit, Series of 2017

OPINION OF CO-BOND COUNSEL

March 23, 2016

PNC Capital Market LLC State Public School Building Authority
Tower at PNC Plaza 1035 Mumma Road

300 Fifth Avenue Wormleysburg, PA 17101

Pittsburgh, PA 15222

U.S. Bank National Association Chester Upland School District

50 S. 16™ Street, Suite 2000 1720 Melrose Avenue

Philadelphia, PA 19102 Chester, PA 19103

Ladies and Gentlemen:

We have served as Co-Bond Counsel to the State Public School Building Authority
(“Authority™), in connection with the issuance of $7,500,000 Federally Taxable School Revenue
Bonds (Chester Upland School District Project), Qualified Zone Academy Bonds — Tax Credit,
Series of 2017 (the “Bonds™) by the Authority under the provisions of the State Public School
Building Authority Act, approved by the General Assembly of the Commonwealth of Pennsylvania
on July 5, 1947, P.L. 1217, as amended and supplemented (the “Act™). The Bonds will be issued
under a Trust Indenture, dated as of March 1, 2017 (the “Indenture™), by and between the Authority
and U.S. Bank, National Association, as trustee (the “Trustee”), and will be equally and ratably
secured under the Indenture by an assignment and pledge by the Authority to the Trustee of
payments to be made to the Authority by the Chester Upland School District, Delaware County,
Pennsylvania (the “School District”).



The Bonds are being issued for the purpose of providing funds which will be used to: (i)
finance rehabilitation, including improvements to the HVAC system, of Chester High School, which
is a “qualified zone academy” within the meaning of Section 54E(d)(1) of the Code (hereinafter
defined); and (ii) pay certain costs of issuing the Bonds (collectively, the “2017 Project”).

The School District, as borrower, and the Authority, as issuer, have entered into a Loan
Agreement dated as of March 1, 2016 (the “Loan Agreement”), pursuant to which proceeds of the
Bonds will be loaned by the Authority to the School District to finance the costs of the 2017 Project.
As evidence of the payments to be made under the Loan Agreement, the School District will execute
and deliver to the Authority a General Obligation Note in the stated principal amount not to exceed
$7,500,000, securing the payments under the Loan Agreement (the “General Obligation Note™)
pursuant to which the School District will make debt service payments, and other sums payable
under the Loan Agreement, to the Authority in the amounts and at the times set forth in the Loan
Agreement, which amounts will be sufficient for the payments by the Authority of the principal of
and interest on the Bonds. Pursuant to the provisions of an Assignment (the “Assignment”) from the
Authority to the Trustee, the Authority has, among other things, pledged, assigned and granted to the
Trustee substantially all of its right, title and interest in and to the Loan Agreement (except for
certain indemnification rights, rights to receive notices, rights to provide approvals and rights to
receive certain payments and to be reimbursed for certain costs and expenses that it may incur, as
provided in the Loan Agreement) and in and to the General Obligation Note,

Pursuant to the State Appropriation Intercept Agreement among the Authority, the Treasurer
of the Commonwealth of Pennsylvania (the “State Treasurer™), the Department of Education of the
Commonwealth of Pennsylvania (the “Department™) and the School District, dated as of March 1,
2017 (the “Intercept Agreement”), which Intercept Agreement will be acknowledged and accepted
by the Trustee pursuant to the authority of Section 7-785(b) of the Public School Code, the School
District has instructed the Department to instruct and direct the State Treasurer to withhold from
appropriations of the Commonwealth of Pennsylvania due to the School District on the last
Thursdays of the months of February and August of each fiscal year of the School District,
commencing August 31, 2017, the amounts set forth in an exhibit to the Intercept Agreement, which
amounts will be used to pay the debt service due on the Bonds on each March 15 and September 15,
commencing September 15, 2017 (the “Scheduled Amounts™), and to pay the same directly to the
Trustee, as assignee of the Authority under the Loan Agreement and the General Obligation Note.

As Co-Bond Counsel for the Authority, we have examined: (a) the Constitution of the
Commonwealth of Pennsylvania; (b) the Act; (¢) the Local Government Unit Debt Act of the
Commonwealth of Pennsylvania, as codified at 53 Pa.C.S. Section 8001 ef seq., as amended; (d) the
Public School Code of 1949, Act of March 10, 1949, P.L. 30, No. 14, as amended (the “School
Code™); (e) the proceedings of the Authority relative to the authorization, issuance and sale of the
Bonds including the Indenture, the Loan Agreement, the General Obligation Note, the Assignment
and the Intercept Agreement; (f) the resolution adopted by the Board of School Directors of the
School District authorizing the incurrence of debt evidenced by the Bonds (the “Debt Ordinance™)
and the Debt Statement of the School District filed with the Pennsylvania Department of Community
and Economic Development (“PA DCED”); (g) the resolution of the receiver of the School District
(the “Receiver”) approving the Debt Ordinance (the “Receiver Resolution”); (h) the corresponding
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Certificate of Approval of PA DCED; (i) the Internal Revenue Code of 1986, as amended (the
“Code™); and (j) such other documents, statements, certifications, affidavits, proceedings and other
documents and matters of law as we deemed relevant and necessary in order to render this opinion,
including, without limitation, an opinion of Counsel to the Authority as to various matters and an
opinion of the Solicitor to the School District as to various matters.

We have reviewed the tax certificate of authorized officers of the Authority and the School
District, along with other closing certificates of the Authority, School District and other parties to the
issuance and sale of the Bonds. Unless separately noted, we have relied upon, but have not
independently verified, factual certifications made to us by the School District, its officers and
agents, and by said other parties, both in such certificates and otherwise during the course of our
engagement.

We have not been engaged nor undertaken to review the adequacy of disclosure in the
Official Statement nor in any other securities offering material produced in respect of the Bonds and,
except as to matters set forth in this opinion and described as such in said Official Statement, we
express no opinion or belief with respect thereto.

Based on the foregoing, we are of the opinion on this date as follows:

1. The Authority is a body corporate and politic, is validly existing under the laws of the
Commonwealth and has the corporate power and lawful authority to: (a) execute and deliver the
Indenture and the Loan Agreement; and (b) issue and deliver the Bonds.

2. Assuming due authorization, execution and delivery by the other parties thereto, the
Indenture, Loan Agreement and the Intercept Agreement have been duly authorized, executed,
acknowledged and delivered by the Authority, and the Indenture, the Loan Agreement and the
Intercept Agreement constitute the legal, valid and binding agreements of the Authority enforceable
in accordance with their respective terms, except to the extent that enforcement thereof may be
affected by bankruptcy, insolvency, reorganization, moratorium or other similar laws or legal or
equitable principles affecting the enforcement of creditors' rights (“Creditors’ Rights Limitations™).

3. The Bonds have been duly authorized, executed, authenticated, issued and delivered,
and are the legal, valid and binding obligations of the Authority, payable solely from the revenues
received by the Authority pursuant to the Loan Agreement, and are enforceable in accordance with
the terms thereof, except to the extent enforcement thereof may be affected by Creditors’ Rights
Limitations.

4. The Bonds and interest income therefrom are free from taxation for purposes of
personal income, corporate net income and personal property taxes within the Commonwealth of
Pennsylvania.

5. Under the laws, regulations, rulings and judicial decisions in effect as of the date
hereof, the Bonds are “qualified zone academy bonds” under Section 54E of the Code. Under the
laws, regulations, rulings and judicial decisions in effect as of the date hereof, a taxpayer who holds
2 Bond on the Credit Allowance Date, as defined in Section 54A of the Code, of a Bond which
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occurs during the taxpayer’s taxable year, will be allowed a credit against the tax imposed by
Chapter 1, Subtitle A of the Code for such taxable year (the “Tax Credit”). The amount of the Tax
Credit will be equal to the product of 4.55% multiplied by the outstanding principal amount of a
Bond held by the taxpayer on the Credit Allowance Date as provided under the Code, divided by
four. The Tax Credit allowable for the first Credit Allowance Date of June 15, 2017, is the ratable
portion of the Tax Credit otherwise allowed on such date based on an initial issuance date of March
23,2017. If a Bond is redeemed or matures on a date other than a Credit Allowance Date, the
associated Tax Credit will be a ratable portion of the tax credit otherwise allowed based on the
redemption date. The amount of the Tax Credits that accrue to a taxpayer who holds a Bond will be
treated as interest that is included in the gross income of a taxpayer for federal income tax purposes.
The opinions set forth in this paragraph are subject to the compliance by the School District with all
of the requirements of the Code that must be satisfied after the issuance of the Bonds so that the Tax
Credits will continue to be allowed to a taxpayer who holds the Bonds. The School District has
covenanted to comply with each of these requirements. Failure to comply with certain of those
covenants subsequent to issuance could cause the Bonds not to qualify as “qualified zone academy
bonds” under the Code. We express no opinion as to any other Federal income tax consequence
arising from ownership of the Bonds.

Purchasers of the Bonds should consult their own tax advisors as to collateral state or federal
income tax consequences. We express no opinion regarding state or federal tax consequences
arising with respect to the Bonds other than as expressly set forth in numbered paragraphs 4 and 5
hereof.

We call to your attention the fact that the Bonds are payable solely from amounts to be
received by the Authority under the Loan Agreement and the General Obligation Note and that the
Bonds are special, limited obligations of the Authority, and neither the faith nor the credit of the
Commonwealth of Pennsylvania nor the credit of the Authority (except to the limited extent
described above) is pledged to the payment of the Bonds. The Authority has no taxing power.

These opinions are rendered on the basis of federal law and the laws of the Commonwealth
of Pennsylvania as enacted and construed on the date hereof, We express no opinion as to, and we
assume no responsibility for, any matter or information not set forth in the numbered paragraphs
above including, without limitation, with respect to the accuracy, adequacy or completeness of, the
Preliminary Official Statement or the Official Statement prepared in respect of the Bonds, including,
in both cases, the appendices thereto, and make no representation that we have independently
verified any such matter or information.

The opinions set forth herein are given solely for the benefit of the addressees listed above
and may not be relied on by any other person or entity without our express prior written consent.
The opinions set forth herein are given solely as of the date hereof, and we do not undertake to
update or supplement this opinion to reflect any facts or circumstances that may hereafter come to
our attention or any changes in law that may hereafter occur.

Very truly yours,



