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SCHOOL DISTRICT OF PITTSBURGH
2010 FINAL GENERAL FUND BUDGET

December 15, 2009

The following is a summary of highlights of the facts and figures contained in the School District of Pittsburgh’s 2010 Final General
Fund Budget. The preliminary budget was presented to the members of the Board of Education and the Pittsburgh community on
November 24, 2009 and then adopted by the Board of Directors on December 15, 2009.

No tax increase is proposed in the Pittsburgh Public Schools 2010 General Fund Budget. This is the ninth consecutive year the District
has proposed a budget that does not increase taxes for City residents. The 2010 budget of $525.4 million represents merely a $0.8
million increase over the 2009 budget. Most importantly the 2010 Budget continues the District’s progress in reducing its deficit from
$72 million in 2005 to the anticipated $7.6 million for 2010.

The Pennsylvania School Employees Retirement System (PSERS) Board voted to accelerate the increase in the contribution rate by
nearly 75%. The current employer contribution rate is 4.78%. The rate is to go to 8.4% effective July 1, 2010. The increase requires
the District’s appropriations to increase by $3,303,642 in 2010. The District will receive a reimbursement from the State of
$1,651,821. Therefore, the net cost to the District for 2010 is $1.6 million, increasing the originally proposed budget of $523.8
million to the adopted $525.4 million.

1. Three years after launching Excellence for All, the District’s plan for increasing student achievement, the District has made
Adequate Yearly Progress (AYP) for the first time in its history. Achieving AYP means that the District has met all of its
targets on each of three standards - high school graduation, test participation and academic performance. To meet the targets
for the third component of AYP - academic performance - a district must have at least 63% of its students score proficient or
advanced in Reading (compared with 54% in 2007) and at least 56% score proficient or advanced in Mathematics (compared
with 45% in 2007) on PSSA exams. Additionally, a district must meet these Reading and Mathematics targets for all students
and all student subgroups in at least one grade band. Grade bands consist of grades 3-5, 6-8 and 11. Pittsburgh Public Schools
is the largest school district in the State to have ever achieved AYP. Visit www.pps.k12.pa.us/studentachievement for more
information about AYP and 2009 student achievement results.
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2. Building on last year’s substantial gains, District students continued to show academic progress on the Pennsylvania System of
School Assessment (PSSA). For 2008-09, students made gains in Reading and Mathematics proficiency on 11 of 14 PSSA
exams. District students additionally exceeded No Child Left Behind (NCLB) expectations, which focus on students reaching
the proficient level, as they showed progress moving to advanced in Reading and Mathematics on 10 of 14 exams. Some of the
progress to the advanced level is an indication that the Pittsburgh Public Schools can advance student achievement to levels
not usually seen in urban settings; for example in the critical eighth-grade year 45.2% of District students are advanced in
Reading, a remarkable 105.5% increase over the last four years. Visit www.pps.k12.pa.us/studentachievement for more
information about AYP and 2009 student achievement results.

3. The Pittsburgh Promise® met its year-one funding goal of $15 million during 2009, despite the serious economic challenges
that were experienced both nationally and locally. In addition, recipients of Pittsburgh Promise scholarships now may use
those funds at all public and private colleges and universities in Pennsylvania. This increased the number of Promise-eligible
institutions to 240 from the original 100. Beginning with the Class of 2012, graduates of Pittsburgh Public Schools may be
eligible to earn up to $40,000 ($10,000 per year) over four years. More than 1600 students from the Class of 2008 and Class of
2009 are benefiting from Promise scholarships. Visit www.pittsburghpromise.org for more information about The Pittsburgh
Promise.

4. To ensure that the needs of every student are being met in every classroom, every day, the District has launched Pathways to
the Promise™ to be sure that the hard work of creating a brighter future for all students begins early, remains constant and
engages everyone involved in each student’s life. Pathways to the Promise is the District’s commitment to build a culture of
high expectations, promote aspirations for higher education, and ensure that students are on course to be eligible for
scholarships from The Pittsburgh Promise®. Pathways to the Promise is designed to help students connect hard work with
success, develop their interests, and build the skills needed to succeed in school and into the future. It helps students and
families to understand what it will take to succeed; monitors progress; and provides the individual support students need if they
begin to drift off course. For more information about Pathways to the Promise, visit www.pathwaystothepromise.net.




SCHOOL DISTRICT OF PITTSBURGH
2010 FINAL GENERAL FUND BUDGET
December 15, 2009

5. Sixth grade is a critical transition as students move from the elementary years to the middle grades, and high school is on the
horizon. To ease this transition and ensure that students stay on course to take advantage of Promise scholarships, the District
has partnered with the United Way of Allegheny County, Pittsburgh Youth Futures Commission and the Mentoring
Partnership of Southwestern Pennsylvania in the Be a 6" Grade Mentor Program. This is the largest mentoring project ever
undertaken in Pittsburgh. Nearly 150 volunteers attended the initial training, and mentoring activities are under way in the
District’s middle grade schools. The goal is to pair each sixth grade student in the Pittsburgh Public Schools with a supportive,
caring adult who will spend 45 minutes each week to reinforce the importance of education, help the student explore career
opportunities, talk about goal setting, and offer the support and encouragement that contribute to success in the classroom and
in all aspects of life. To learn more about Be a 6™ Grade Mentor, visit www.bea6thgradementor.org.

6. Awareness of The Pittsburgh Promise increased significantly based on responses to the 2009 Parent Survey, rising from 75%
to 87% from March 2008 to March 2009. In addition, the survey results show that 78% of parents feel their children’s schools
do a good job communicating with parents, an increase of 11% from 2007 to 2009; and 87% believe their schools provide a
positive and welcoming learning environment. Coupled with the fact that applications for magnet programs are on the increase,
and that more families are choosing to remain in the District based on 2009 enrollment numbers, these results point to progress
on the Superintendent’s 2009 goal of improving public confidence in the Pittsburgh Public Schools. The District also debuted a
new cable television production, Excellence for All TV. This 30-minute show is designed to share news about school and
District-wide events and activities with the Pittsburgh community. Plans also are under way to enhance the District website to
improve usability and reinforce the District’s brand. These projects support the Superintendent’s goal of improving public
confidence in the Pittsburgh Public Schools and expanding understanding and awareness of District goals and initiatives. The
Parent Survey is included as an appendix to this publication.

The District applies a four-step process to long-term financial planning, incorporating phases for mobilization, analysis, decision, and
execution. Planning is a continuous process and the Board receives a monthly update in the form of a three-year rolling forecast at
their regularly scheduled legislative meeting.

The short-term projection is further forecast 10 years out, providing District decision makers and stakeholders the ability to change
assumptions quickly on matters such as collective bargaining agreements and capital programming to understand their long-term
ramifications.
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The District faces a projected structural deficit of $9.3 million with expenditures outpacing generally flat revenues. The long-term
forecast has the following characteristics:

High cost per pupil is accelerated by declining enrollment and relatively steep fixed costs

No real capacity for local revenue enhancement exists

Key cost drivers include employee benefits and charter school payments

The impact of the General Assembly’s action to eliminate $20 million of the District’s annual revenues
Underutilized facilities create resource inequities and diseconomies of scale

Outstanding debt is growing faster than the local tax base

e Staff reductions must keep pace with enrollment decline

e Decisions made now through 2011 are critical to the District’s financial stability

In short, our 10-year outlook requires strong stewardship and prioritization of spending demands, including restraint on capital
appetites. Our course requires:

e Aligning our site-based school budgets and centralized special education budgets to enrollment shifts.

Sincerely,

Mark Roosevelt
Superintendent of Schools
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The District is organized and maintains its existence under and by virtue of the Act of March 10, 1949, P.L. 30, known as the Public
School Code of 1949, as amended (the “School Code”). The District, the second largest school system in the Commonwealth of
Pennsylvania, is an independent governmental unit with its own taxing powers and operations, providing a full range of educational
services to students in grades pre-kindergarten (“Pre-K”) through 12 who reside in the City of Pittsburgh or Borough of Mt. Oliver. The
2000 census population of the two municipalities served totaled 338,533, covering a land area of 55.3 square miles.

Although public education in Pittsburgh dates back to 1835, the consolidated District was founded in November 1911, as a result of an
educational reform movement that combined the former ward schools into one system with standardized educational and business
policies. Initially, the District was governed by an appointed School Board (the “Board”) of 15 members, but since 1976 has been
governed by a nine-member Board elected by the District, each of which are of substantially equal populations. Board elections are held
every two years. Four Board members were elected in 2007 with terms of office expiring in December 2011, while five Board members
were elected in 2005 with terms of office expiring in December 2009. Board members serve without pay.

As the policy-making body for the District, the Board is charged with providing the best educational programs the community can
support by adopting a balanced budget where revenues and use of fund balance equals expenditures in accordance with the School Code.
Board adopted policies governing financial operations include accident and illness prevention program (risk management), and debt, fund
balance and investments (cash management). The chief administrative officer of the District is the Superintendent of Schools, who is
primarily responsible for implementing Board policy and generally overseeing all District employees.

The District’s official 2009-10 membership included 27,922 students (Pre-K to 12) with 26,123 (K-12) attending 66 schools. The
average age of the district’s buildings is 74 years. The District offers programs for general education, special education, vocational
education and early childhood education. Cost per pupil based on the 2007/2008 Annual Financial Report (AFR) Expenditure per ADM
filed with the Pennsylvania Department of Education is $17,845.99.



In addition, as of November 2009, 2,534 pupils attend twenty-four charter schools, including seven approved by the District, eight
approved by other districts, and nine cyber schools approved by other districts. In Pennsylvania, charter schools are funded by payments
from the school district of residence. As the District has been addressing its declining enrollment the total number of positions in the
General Fund has reduced from 5,290 in 2005 to 4,886 in 2010, a reduction of 404 positions.

5 Year Enroliment History

35,000
34,000 1
33,000 1
32,000 1
31,000 1,148

30,000
445

29,000
\78,265

28,000

27,000
XZ&M\‘ 26123

26,000

25,000 T T T T
2005/06 2006/07 2007/08 2008/09 2009/10

Years

On November 2, 2009, a long-term Facility Study was provided to the District by the DeJong Consulting Firm. According to the DeJong
Report, by 2018-19 the District will serve approximately 4,500 less students annually and should reduce its current usage of school
facilities by 1.1 million square feet. This decrease of 15.9%, from today’s 6.9 million square feet to 5.8 million square feet, is
commensurate with the consulting firm’s projections of a 15.9 % decline in the District’s student population in the next 10 years.

Upon the receipt of the report the Superintendent Mark Roosevelt assured the Board and the public that the comprehensive facilities
report is only the first step in a larger process of developing a final recommendation for Board action.

DeJong provided an overview of the planning and evaluation process, and outlined a phased plan for effectively utilizing the District’s
school buildings over the next 10 years. The report will serve as the basis for the District’s 10-year facilities plan, a requirement of the
Pennsylvania Department of Education that also advances a key priority in the District’s Strategic Plan.
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Based on a proven formula that DeJong uses to forecast enrollment, the District’s PreK through grade 12 annual population is projected
to go from 28,255 in 2008-09 to 23,736 by the 2018-19 school year. These 10-year enrollment projections were adjusted upward by them
by 10% at the high school level to account for the expected positive impact of The Pittsburgh Promise® on student enrollment. When
analyzing projected student enrollment, DeJong found that too many of the District’s current schools would be under-enrolled based upon
the optimal size for effectively operating a school.

The DeJong report recommends the eventual closing of 16 school facilities currently in use today in order to meet the targeted square
footage reduction of 1.1 million by the 2018-19 school year. The proposed facility reductions would help to lower the District’s current
excess school capacity from approximately 10,700 empty seats to 7,700 seats over the next 10 years. The recommendations, which could
impact 35 of the District’s current schools and two early childhood centers, range from discontinuing a school and/or a school building to
adjusting feeder pattern boundaries and changing a school’s grade configurations.

The long-term facility study included a review of 76 school facilities, including 6 early childhood centers, as well as the following five
closed facilities: Connelley, Knoxville, Prospect, Ridge and Schenley. Facility conditions were assessed according to a methodology that
resulted in a total score called the Facility Condition Index (FCI). The FCI reflects the approximate cost of renovating a building so it
would be comparable to a new building. Some District facilities received FCI scores over 100%, reflecting renovation costs much higher
than building new. In general, the lower the FCI score, the better the building.

Improved student achievement is evidence that the District’s initiatives are taking hold. Pittsburgh Public Schools made history in
becoming the largest District in the State to achieve Adequate Yearly Progress (AYP). By achieving AYP, the District has met state and
federal targets set under No Child Left Behind (NCLB). This is the first time the District made AYP in the seven school years since
NCLB was signed into law in January 2002. As a result, the District will move into the Making Progress status under NCLB.

District students additionally exceeded (NCLB) expectations, which focus on students reaching the proficient level, as they showed
progress moving to advance in Reading and Mathematics on 10 of 14 exams. Some of the progress to the advance level is an indication
that the Pittsburgh Public Schools can advance student achievement to levels not usually seen in urban settings.

The School Code requires the Board to adopt an annual General Fund budget. A preliminary budget is proposed by the Superintendent
which makes projections of the next year’s revenues and determines expenditure limits. After the budget is prepared, it must be available
for public inspection. The Board is required by law to adopt the budget before the beginning of each fiscal year, January 1, and levy the
taxes necessary to provide the revenues budgeted. The Board adopts the budget after careful deliberation of its contents and after it
considers public input. The District allocates funds to schools using a site-based budgeting process. These site-based budgets operate on a
July 1 to June 30 cost accounting cycle. The General Fund budget is controlled by major objects, with transfers of funds between major
objects requiring legislative approval of the Board by a two-thirds majority.



Pursuant to the School Code, the elected Controller of the City of Pittsburgh serves as the School Controller, providing internal auditing
services, while the appointed Treasurer of the City of Pittsburgh serves as the School Treasurer, providing tax collection services.

The District’s budget, governance, management, and taxing authority are independent of the City of Pittsburgh and Borough of Mt.
Oliver.

No tax increase is proposed in the Pittsburgh Public Schools 2010 General Fund Budget. This is the ninth consecutive year the District
has proposed a budget that does not increase taxes for City residents. The 2010 budget of $525.4 million represents merely a $0.8 million
increase over the 2009 budget. Most importantly the 2010 Budget continues the District’s progress in reducing its deficit from $72
million in 2005 to the anticipated $7.6 million for 2010.

The Pennsylvania School Employees Retirement System (PSERS) Board voted to accelerate the increase in the contribution rate by
nearly 75%. The current employer contribution rate is 4.78%. The rate is to go to 8.4% effective July 1, 2010. The increase requires the
District’s appropriations to increase by $3,303,642 in 2010. The District will receive a reimbursement from the State of $1,651,821.
Therefore, the net cost to the District for 2010 is $1.6 million, increasing the originally proposed budget of $523.8 million to the adopted
$525.4 million.

BUDGET OVERVIEW
2010 General Fund Budget
Expenditures and Revenues

2010 Expenditures $525.4million
2010 Revenues $517.8 million
2010 Operating Deficit $- 7.6 million

2010 Budget compared with 2009 Budget

2010 Budget $525.4 million
2009 Budget $524.6 million
Increase $ 0.8 million

Percentage increase in Budget 0.15%
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2010 General Fund Budget — Revenues

Local Sources

State Sources

Other Sources

Sub-total Revenues

From Fund Balance to Fund Deficit

Total Revenues

School District of Pittsburgh
2010 Revenue

Other State Revenues

$15,404,757 2.93% Other Sources Revenues

$1,620,560 0.31%

Retirement Contributions
$7,052,005 1.34%

1.45%
Social Security Payments
$7,497,241 1.43%

State Property Tax Reduction
$15,577,228 2.96%

Transportation State
Reimbursement $11,852,593
2.26%

Special Education State
Reimbursement $27,331,820
5.20%

Basic Instructional Subsidy
$157,551,655 29.99%

Other Local Revenues
$12,613,297 2.40%

Fund Balance $7,613,192

$273.9 million
242.3 million
1.6 million
517.8 million
7.6 million

$525.4 million

Real Estate $163,439,637

31.11%

Earned Income Tax
$97,817,612 18.62%

TOTAL $525,371,597

LOCAL SOURCES 52.1% STATE SOURCES 46.1% OTHER SOURCES 1.8%




2010 Revenues — Local

CODE DESCRIPTION

6111 000 REAL ESTATE TAX - CURRENT

6113 000 PUBLIC UTILITY REALTY TAX

6114 000 IN LIEU OF TAXES

6161 000 EARNED INCOME TAX - CURRENT

6168 000 REALTY TRANSFER TAX

6169 000 MERCANTILE TAX

6411 000 REAL ESTATE TAX - DELINQUENT

6461 000 EARNED INCOME TAX - PRIOR YEARS

6510 000 EARNINGS ON INVESTMENTS

6910 000 RENTAL OF SCHOOL PROPERTY
CONTRIBUTIONS & DONATIONS -

6920 000 PRIVATE

6940 000 TUITION FROM PATRONS

6960 000 SERVICES PROVIDED OTHER LOCAL
GOVERNMENT UNITS

6970 000 SERVICES PROVIDED OTHER FUNDS

6990 000 MISCELLANEOUS REVENUES

TOTAL - LOCAL SOURCES

INCREASE

2008 2009 2010 (DECREASE)

ACTUAL BUDGET BUDGET 10 OVER 09
$169,350,700 $152,961,312 $155,239,637 $2,278,325
380,376 373,935 392,333 $18,398
132,604 78,000 145,533 $67,533
90,249,958 87,859,366 90,617,612 $2,758,246
8,548,515 7,819,918 5,490,474 ($2,329,444)
12,426 0 0 $0
8,200,000 8,200,000 8,200,000 $0
7,200,000 7,200,000 7,200,000 $0
4,860,163 4,877,256 2,668,670 ($2,208,586)
243,147 238,009 184,701 ($53,308)
1,392,251 50,000 250,000 $200,000
120,151 116,874 113,519 ($3,355)
$0
110,661 100,000 91,109 ($8,891)
3,283,187 3,250,000 2,527,500 ($722,500)
1,029,584 900,000 749,458 ($150,542)
$295,113,723 $274,024,670 $273,870,546 ($154,124)

14



15

2010 Revenues — State

CODE DESCRIPTION
7110 100 BASIC INSTRUCTIONAL SUBSIDY
7142 000 CHARTER SCHOOLS
7160 000 TUITION-SECTION 1305 & 1306
7210 000 HOMEBOUND INSTRUCTION
7220 000 VOCATIONAL EDUCATION
7270 000 SPECIAL EDUCATION OF EXCEPTIONAL
PUPILS
7310 000 TRANSPORTATION
7320 000 SINKING FUND PAYMENTS
7330 100 MEDICAL, DENTAL, & NURSE SERVICES
7340 000 STATE PROPERTY TAX REDUCTION
7810 000 SOCIAL SECURITY PAYMENTS
7820 000 RETIREMENT CONTRIBUTION

TOTAL - STATE SOURCES

INCREASE
2008 2009 2010 (DECREASE)
ACTUAL BUDGET BUDGET 10 OVER 09

$148,309,637 $153,238,510 $157,551,655 $4,313,145

8,308,538 8,609,582 10,439,952 $1,830,370

1,348,069 1,100,000 1,100,000 $0

9,077 8,900 0 ($8,900)

1,499,495 749,747 734,078 ($15,669)

$0

27,137,774 27,436,938 27,331,820 ($105,118)

11,493,858 13,400,000 11,852,593 ($1,547,407)

2,827,503 2,992,132 2,476,447 ($515,685)

691,632 657,050 654,280 ($2,770)

0 15,588,532 15,577,228 ($11,304)

8,509,902 7,665,070 7,497,241 ($167,829)

7,648,622 5,522,710 7,052,005 $1,529,295

$217,784,108 $236,969,171 $242,267,299 $5,298,128




2010 Other Revenues

CODE DESCRIPTION
8820 000 TUITION FROM OTHER DISTRICTS
9320 000 INTER-FUND TRANSFERS
9330 000 CAPITAL PROJECTS FUND TRANSFER
9610 000 REVENUE FROM FEDERAL SOURCES

TOTAL - OTHER SOURCES

TOTAL - CURRENT REVENUES

FROM FUND
BALANCE

TOTAL - ALL CURRENT REVENUES

RESERVE FOR PRIOR YEAR ENCUMBRANCES

GRAND TOTAL ALL REVENUES

INCREASE

2008 2009 2010 (DECREASE)

ACTUAL BUDGET BUDGET 10 OVER 09
$347,141 $487,274 $254,222 ($233,052)
918,999 0 655,500 $655,500
0 0 $0
0 0 710,838 $710,838
$1,266,140 $487,274 $1,620,560 $1,133,286
$514,163,971 $511,481,115 $517,758,405 $6,277,290

1,737,437

13,076,723

7,613,192

($5,463,531)

$515,901,408 $524,557,838 $525,371,597 $813,759
0 2,500,000 2,500,000 $0
$515,901,408 $527,057,838 $527,871,597 $813,759
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2010 General Fund Budget — Appropriations by Function

Instruction
Instructional Support
Support Services
Debt Service

Other Uses
Non-instructional
Facilities

Total Appropriations

$279.2 million
26.4 million
144.5 million
58.9 million
7.4 million
5.4 million
3.6 million

$525.4 million

The School District of Pittsburgh
2010 Appropriations by Function

Other Uses $7,405,155
1.41%
Debt Service $58,861,685

11.20%
Facilities $3,605,641 0.69%
Non-Instructional $5,406,467
1.03%

Support Services
$144,503,466 27.51%

Instructional Support

Instruction $279,154,341
53.13%

$26,434,842 5.03% TOTAL $525,371,597



2010 General Fund Budget — Appropriations by Object

Salaries & Benefits

Special Education

Debt Service

Charter Schools
Transportation

Other Purchased Services
Purchased Professional and Technical Services
Utilities

Supplies

Other Objects

Property

Purchased Property Services
Other Financing Uses

Total Appropriations

School District of Pittsburgh
2010 Appropriations by Major Object

" Property
Supplies
Other Purch. Services  g10.054 722 94072531
$14,162,827 S otoh 78%
2.70% :

Other Objects
$5,215,843

Purch. Prop. Services
0.99%

$4,690,139
0.89%

Purch. Prof. & Tech. Services
$12,267,288
2.34%
Utilities
$12,132,710

2.31%
Transportation
$33,517,327
6.38%
Charter Schools
$37,883,353
7.21%
Debt Service
$58,861,685

11.20%

Special Education
$63,738,618

12.13% TOTAL $525,371,597

$266.0 million
63.7 million
58.9 million
37.9 million
33.5 million
14.2 million
12.3 million
12.1 million
10.5 million
5.2 million
4.1 million
4.7 million
2.3 million
$525.4 million
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Performance Measures

Performance is measured by comparing actual results against desired or projected results. Functions and Objects are detailed in the General Fund
Budget with specified appropriations. Back up documents such as “Budget Development Forms™ or justification sheets identify the desired or
projects results of each object which are tied to individual functions based on the projects being completed.

These function and object codes are monitored on a daily basis during the course of operations during the budget year. A Financial Report is
detailed and approved in the monthly Board Meetings. Performances can be identified in various areas:

Facilities Utilization — The District had an Independent Expert to conduct a Facilities Report (Press Release pages 363-364).

External Conditions and Outlook — District’s reaction to recession (pages 30-31).

Financial Matters concerning Pittsburgh — (pages 31-32).

Long-Term Financial Planning — Beginning with the 2011 Budget year, the District is taking the Long Term Financial Planning to a new
level by have Departments prepare budgets with long-term in mind instead of the one year expectancy. The budgets will be prepared from
2011-2015. For more on the District’s Long-Term Financial Planning (pages 32-33).

O O0OO0Oo

The District currently uses the BPM and OPM Methods. The Business Performance Management (BPM) method is a series of processes to enable
businesses to understand and make efficient use of their various functions such as financial, human and materials resources. The Operations
Performance Management (OPM) devises the methodology to enhance overall business efficiency across the entire organization.

Performance Measures are also monitored in billing, inventory, and Information & Technology. Although to be successful, this cannot be
achieved by one department, it has to be a collective effort and is seen as an on-going process.

The Statement of Functions and Objectives in each narrative for each Department is a goals-oriented structure geared towards achieving the
Excellence for All goals of the District. The performance measures are addressed at the end of the budget year. Upon completion of some goals,
Departments identify their accomplishments for the previous years in their narratives. Long-term initiatives will be assessed upon completion.



SCHOOL DISTRICT OF PITTSBURGH
FUND 010 - GENERAL FUND
THREE YEAR ROLLING FORECAST

BASELINE PROJECTION
Actual 2009 Original Projected Projected Projected Projected
Year Ended BUDGET Year Ended Year Ended Year Ended Year Ended
2008 2009 2010 2011 2012

Total Revenues $514,163,971.37 $511,481,115.00 $515,144,485.34 $517,758,405.28 $512,8 90,396.53 $516,0 34,367.99
Total Expenditures $515,901,408.28 $524,557,838.00 $519,609,638.07 $525,371,597.00 $541,942,129.88 $571,455,343.40
Beginning Balance $73,403,945.27 $71,666,508.36  $71,666,508.36 $67,201,355.63 $59,58 8,163.91 $30,53  6,430.56
Operating Surplus/(Deficit) ($1,737,436.92) ($13,076,723.00) ($4,465,152.73) ($7,613,191.72) ($29,051,733.35) ($55,420,975.41)
Ending Fund Balance $71,666,508.36 $58,589,785.36 $67,20 1,355.63 $59,588,163.91 $30,53  6,430.56 ($24,884,544.85)
Less Projected Reservations ($4,693,507.01)  ($2,500,000.00) ($2,500,000.00) (%2, 500,000.00)  ($2,500,000.00)  ($2,499,999.00)
Unreserved Fund Balance $66,973,001.35  $56,089,785.36  $64,701,355.63 $57,088,163.91 $28,036,430.56 ($27,384,543.85)
% Budgeted Expenditures 12.98% 10.69% 12.45% 10.87% 5.17% -4.79%
Compliance with Fund Balance Policy Yes _

Fund Balance Policy

Maintaining an operating reserve (or fund balance) by adhering to a fund balance policy is not only a prudent fiscal management tool, but also an
important factor in the analysis of financial stability. Maintaining an operating reserve or rainy day fund is the most effective practice an issuer can
use to maintain a favorable credit rating. Fund balance reserve policy/working capital reserves is the most frequently implemented, best financial
management practice for governmental issuers. Governments should maintain a prudent level of financial resources to protect against reducing
service levels or raising taxes and fees because of temporary revenue shortfalls or unpredicted one-time expenditures. A financial reserve may be
used to address unanticipated revenue shortfalls or unforeseen expenditures, providing a first defense against deficit spending and helping to maintain
liquidity when budgeted draw downs become inevitable. The accumulation of prudent reserves in more favorable economic times could be a resource
to sustain the district in the inevitable downturn
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Fund Balances Changes

The changes in fund balances can be attributed to Rightsizing in 2006 and the Restructuring of various Departments.

As reported on C-Span on January 11, 2010 at the American Enterprise Institute event in a presentation by June Kornholz, former
Education Correspondent of the Wall Street Journal, she stated that the CFO/COO of the School District of Pittsburgh came up with
some creative ideas for saving and raising monies for the District. One of these savings stemmed from the mid 90’s which allowed the
District to continue to receive revenues providing fund balances in various years over 10%. The City, the Water Authority, and the
School District of Pittsburgh packaged their outstanding tax liens and sold them to a tax (debt) collection. In 2006, the District brought
back the liens for $2.0 million dollars (pennies on the dollars) and began a aggressive effort to obtain the tax collections. Within 2 years,
the District had recouped this $2.0 million and all additional monies go into the District’s bank account and the District put properties
back on the tax rolls through Treasury sells. Another money saving idea is the District revamped the Worker’s Compensation section by
moving the Workers’ Compensation section by litigation and investigating claims. The District also moved the Workers’ Compensation
section from Human Resources to the Finance Department thus taking a more financial view of Workers’ Compensation. School Safety
was another area revamped. The local Electricians union sponsored a weeklong course on safety particularly Scaffold safety and last but
not least in 2004, the District establishment of the Copy Center which allows the majority of the work to be done in-house thus reducing
the cost of companies such as Kinkos, which also cut the cost of printing in half and by using lower skill workers instead of higher paid
teachers to do the copying jobs. Teachers send the work to the Copy Center and the work is returned by the District’s Food Service
trucks.

In addition a reduction of $18,131,183 in the Capital Program from 2009 $48,157,413 to 2010 $30,026, 230.

Debt Service

The District debt policy allows debt to be issued to finance the District’s annual Capital Program. The capital budget for one (1) year will also
include an additional four-year projection. The Capital Program needs to be maintained in order for the District to have a strong financial base.

In 2010 Debt Service for the School District is $58.9 million, 11.21% of the budget. The 2009 Debt Service appropriation was $56.8, 10.82% of the
budget.

Debt Service provides for the payment of principal and interest on debt incurred to finance construction, renovation and the annual Major Maintenance
Program cost.



Outstanding Principal and Interest

December 31, 2009

Principal Interest Total
2010 $34,364,158 $24,577,698 $58,941,856
2011 $35,935,703 $20,118,766 $56,054,469
2012 $35,520,304 $18,710,915 $54,231,219
2013 $34,389,968 $17,098,958 $51,488,926
2014 $33,524,698 $15,530,069 $49,054,767
2015-2019 $155,327,609 $55,115,662 $210,443,271
2020-2024 $103,017,255 $24,121,645 $127,138,900
2025-2029 $42,675,000 $5,871,347 $48,546,347
Total $474,754,695 $181,145,060 $655,899,755

School District Borrowing Powers

The borrowing power of the School District is governed by the Commonwealth of Pennsylvania. The School District’s borrowing capacity
for general obligation indebtedness (nonelectoral debt) together with indebtedness under leases, guarantees and subsidy contracts (lease rental debt),
is 225% of its “borrowing base” (average annual total revenues, as defined in the Act, for the last three fiscal years). There is no limit under the Act
with respect to the amount of debt incurred with the approval of the School District’s electors

State Enforcement of Debt Service Payments

Section 633 of the Public School Code, as amended by Act No. 150 of 1975, provides that in all cases where the board of directors of any
school district fails to pay or to provide for the payment for any indebtedness at its date of maturity or on any date of mandatory redemption, or any
interest due on such indebtedness on any Interest Payment Date, in accordance with the schedule under which the Bonds were issued, the Secretary of
Education shall notify such board of school directors of its obligation and shall withhold out of any State 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, and shall
pay over the amount so withheld to the bank or other person acting as sinking fund depository for such bond issue.
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The following two tables indicate the School District’s borrowing base, net debt calculation and statutory borrowing capacity.

School District of Pittsburgh
Calculation of Net Debt
As of September 1, 2009

Total Indebtedness:

Principal Amount of Bonds Outstanding:
Electoral
Non-Electoral and Lease Rental

Total Indebtedness
Less:
Current Appropriation of Principal
Delinquent Taxes (as of 08/31/08)
Existing Net Debt
Allocation of Existing Net Debt:

Electoral
Non-Electoral and Lease Rental

Statutory Borrowing Capacity
As of September 1, 2009

Electoral

Debt

Borrowing Limits Unlimited
Net Outstanding Debt 0
Remaining Borrowing Capacity Unlimited

$0.00
$572,551,042

$572,551,042
$0.00
$44,723,273
$527,827,769

$0.00
$527,827,769

Nonelectoral and
Lease Rental Debt

$1,133,187,808
527,827,769
$605,360,039



Local Tax Rates

Real Estate Tax

The real estate tax is levied on the assessed value of the same real property as that upon which the real estate taxes of the municipality of the
City of Pittsburgh and the Borough of Mt. Oliver are levied. The levied/billable millage for 2010 is 13.92 mills. The Real Estate Tax
millage rate has not been increased since 2001.

Real Estate Tax 13.92 mills $170,816,865 $12,271,327 per mill

Implementing the Act 1 Homestead and Farmstead Exemption

Property Tax Reduction under Act 1 — Slot $15,577,228
Machine proceeds distribution by State

Net Real Estate Tax $155,239,637

Earned income Tax

Pursuant to the provisions of Act 508, approved August 24, 1961, as further amended, and Act 150, approved December 19, 1975, and Act
182, approved June 25, 1982, and as amended by Section 652.1(a)(2) (Act 187 of 2004) of the Public School Code states that “A school
district of the first class A located in whole or in part within the city of the second class shall share earned income tax under this section with
such city of the second class as follows; in tax year 2007, one-tenth of one per centum (0.10%)to the city, in 2008 two-tenths of one per
centum (0.20%)to the city, in tax year 2009 and thereafter, one quarter of one per centum (0.25%) to the city.”

Earned Income Tax- Current 2.00% Levy $103,562,985

Percentage Levied required

to be shared with the City 0.25% $12,945,373
1.75% Net Levy $90,617,612
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Realty Transfer Tax

This levy is enacted pursuant to Act 182 of 1982. The levy for 2010 is 1.0%. This tax is imposed upon each transfer of any interest in

properties situated within the School District.

2010 Capital Program

A capital expenditure is incurred when a business spends money either to buy fixed assets to add to the value of an existing fixed asset with

a useful like that extends beyond the taxable year.

Debt service provides the payment of principal and interest incurred to finance construction, renovation and the annual Major Maintenance
Program or Capital Program. The total Debt Service costs in 2010 will amount to $58.9 million which is 11.21% of the total projected
budget. The Capital Improvement needs of the District are monitored to insure that the Debt Service payment do not go beyond between 12
to 15% of the District’s General Fund Budget. There is a reduction of $18,131,183 in the Capital Program from 2009 $48,157,413 to 2010

$30,026, 230.

CATEGORY TOTAL FUNDS

Educational Improvements $ 2,439,000
Grounds Improvements 3,416,100
Mechanical Systems 3,173,857
Electrical Systems 3,014,500
Building Interior 6,261,320
Building Exterior 2,815,100
Planning / Design 3,193,920

MAJOR PROJECTS

LONG TERM SHORT TERM
$ 2,439,000 $ -
795,000 2,621,100
979,440 2,194,417
- 3,014,500
- 6,261,320
1,415,100 1,400,000
829,200 2,364,720
915,265
- 2,120,000
2,677,168

Concord 915,265
Cupples Stadium Field Turf 2,120,000
Sci Tech @ Frick 2,677,168
TOTAL $ 30,026,230

$ 10,050,173 $ 19,976,057

Food Service

The Board of School Directors also provides a budget for its Food Service Fund, a proprietary fund. The 2010 budget is $ 14,980,002.



District Mission

The Pittsburgh Public Schools will be one of America’s premier school districts, student-focused, well-managed, and innovative. We
will hold ourselves accountable for preparing all children to achieve academic excellence and strength of character, so they have the
opportunity to succeed in all aspects of life.

The Pittsburgh Pledge
We know that education is the key to our future.

All of us - students, teachers, administrators, families, community, board members and other civic leaders — will take an active
role in helping all students.

We pledge to:
- Have high expectations,
- Work hard,
- Achieve academic excellence,
- Keep our schools safe,
- Set a positive example,
- Be respectful and considerate of one another,
- Listen and be open to new ideas.

Together, we will hold ourselves accountable for achieving “Excellence for All.”

Declaration of Beliefs

All children can learn at high levels.
Teachers have a profound impact on student development, and should have ample training, support and resources.
Education begins with a safe and healthy learning environment.

Families are an essential part of the educational process. A commitment from the entire community is necessary to
build a culture that encourages student achievement.

Improvement in education is guided by consistent and effective leadership.

Central office exists to serve students and schools.
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The Pittsburgh Promise

The Pittsburgh Promise®, is a non-needs based scholarship that removes money as a barrier to college for students of the Pittsburgh
Public Schools.

According to the dictionary, a promise is something to count on, an indication of future success. The Pittsburgh Promise brings that
meaning to life by providing hope, opportunity and incentive for all Pittsburgh Public Schools students.

When the University of Pittsburgh Medical Center presented an extraordinary gift of $100 million to The Promise in December 2007,
nearly 1,000 members of the Class of 2008 became the first to reap the rewards of this community commitment. The grant also
challenges others to contribute so that future Promise dollars continue to help make education after high school a reality rather than a
dream for our graduates and their families.

The Pittsburgh Promise® met its year-one funding goal of $15 million during 2009, despite the serious economic challenges that were
experienced both nationally and locally. In addition, recipients of Pittsburgh Promise scholarships now may use those funds at all public
and private colleges and universities in Pennsylvania. This increased the number of Promise-eligible institutions to 240 from the original
100. Beginning with the Class of 2012, graduates of Pittsburgh Public Schools may be eligible to earn up to $40,000 ($10,000 per year)
over four years. More than 1600 students from the Class of 2008 and Class of 2009 are benefiting from Promise scholarships.

To make the Promise real for every child, we are creating a way to ensure that students are on the best path for achieving success beyond
high school. “Pathways to the Promise” will help to make it easier for students, parents, teachers, counselors and principals to understand
how a student is progressing and where additional supports are needed.

Just as regular visits to a health care provider help to maintain a child’s physical health, “Pathways to the Promise” will provide regular
educational check-ups to make sure students are on track and gaining the knowledge and skills that they must have to be successful in
life.

The Pittsburgh Promise serves to inspire all of us in a new way. With the District, schools, teachers, parents and students working
together, all Pittsburgh Public Schools students will have the best opportunity to succeed with a Promise for the future. Visit
www.pittsburghpromise.org for more information about The Pittsburgh Promise.




Achievements - Goals and Priorities

The Superintendent remains committed to the goals set by Excellence for All, the District’s roadmap for improving student
achievement. As an integral part of the Excellence for All plan, the District is focused on helping students and families plan, prepare and

pay for education beyond high school through The Pittsburgh Promise.

1.

Three years after launching Excellence for All, the District’s plan for increasing student achievement, the District has made
Adequate Yearly Progress (AYP) for the first time in its history. Achieving AYP means that the District has met all of its targets
on each of three standards - high school graduation, test participation and academic performance. To meet the targets for the third
component of AYP - academic performance - a district must have at least 63% of its students score proficient or advanced in
Reading (compared with 54% in 2007) and at least 56% score proficient or advanced in Mathematics (compared with 45% in
2007) on PSSA exams. Additionally, a district must meet these Reading and Mathematics targets for all students and all student
subgroups in at least one grade band. Grade bands consist of grades 3-5, 6-8 and 11. Pittsburgh Public Schools is the largest
school district in the State to have ever achieved AYP. Visit www.pps.k12.pa.us/studentachievement for more information about
AYP and 2009 student achievement results.

Building on last year’s substantial gains, District students continued to show academic progress on the Pennsylvania System of

School Assessment (PSSA). For 2008-09, students made gains in Reading and Mathematics proficiency on 11 of 14 PSSA exams.

District students additionally exceeded No Child Left Behind (NCLB) expectations, which focus on students reaching the
proficient level, as they showed progress moving to advanced in Reading and Mathematics on 10 of 14 exams. Some of the
progress to the advanced level is an indication that the Pittsburgh Public Schools can advance student achievement to levels not
usually seen in urban settings; for example in the critical eighth-grade year 45.2% of District students are advanced in Reading, a
remarkable 105.5% increase over the last four years. Visit www.pps.k12.pa.us/studentachievement for more information about
AYP and 2009 student achievement results.

The Pittsburgh Promise® met its year-one funding goal of $15 million during 2009, despite the serious economic challenges that
were experienced both nationally and locally. In addition, recipients of Pittsburgh Promise scholarships now may use those funds
at all public and private colleges and universities in Pennsylvania. This increased the number of Promise-eligible institutions to
240 from the original 100. Beginning with the Class of 2012, graduates of Pittsburgh Public Schools may be eligible to earn up to
$40,000 ($10,000 per year) over four years. More than 1600 students from the Class of 2008 and Class of 2009 are benefiting
from Promise scholarships. Visit www.pittsburghpromise.org for more information about The Pittsburgh Promise.
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To ensure that the needs of every student are being met in every classroom, every day, the District has launched Pathways to the
Promise™ to be sure that the hard work of creating a brighter future for all students begins early, remains constant and engages
everyone involved in each student’s life. Pathways to the Promise is the District’s commitment to build a culture of high
expectations, promote aspirations for higher education, and ensure that students are on course to be eligible for scholarships from
The Pittsburgh Promise®. Pathways to the Promise is designed to help students connect hard work with success, develop their
interests, and build the skills needed to succeed in school and into the future. It helps students and families to understand what it
will take to succeed; monitors progress; and provides the individual support students need if they begin to drift off course. For
more information about Pathways to the Promise, visit www.pathwaystothepromise.net.

Sixth grade is a critical transition as students move from the elementary years to the middle grades, and high school is on the
horizon. To ease this transition and ensure that students stay on course to take advantage of Promise scholarships, the District has
partnered with the United Way of Allegheny County, Pittsburgh Youth Futures Commission and the Mentoring Partnership of
Southwestern Pennsylvania in the Be a 6™ Grade Mentor Program. This is the largest mentoring project ever undertaken in
Pittsburgh. Nearly 150 volunteers attended the initial training, and mentoring activities are under way in the District’s middle
grade schools. The goal is to pair each sixth grade student in the Pittsburgh Public Schools with a supportive, caring adult who
will spend 45 minutes each week to reinforce the importance of education, help the student explore career opportunities, talk
about goal setting, and offer the support and encouragement that contribute to success in the classroom and in all aspects of life.
To learn more about Be a 6™ Grade Mentor, visit www.bea6thgradementor.org.

Awareness of The Pittsburgh Promise increased significantly based on responses to the 2009 Parent Survey, rising from 75% to
87% from March 2008 to March 2009. In addition, the survey results show that 78% of parents feel their children’s schools do a
good job communicating with parents, an increase of 11% from 2007 to 2009; and 87% believe their schools provide a positive
and welcoming learning environment. Coupled with the fact that applications for magnet programs are on the increase, and that
more families are choosing to remain in the District based on 2009 enrollment numbers, these results point to progress on the
Superintendent’s 2009 goal of improving public confidence in the Pittsburgh Public Schools. The District also debuted a new
cable television production, Excellence for All TV. This 30-minute show is designed to share news about school and District-wide
events and activities with the Pittsburgh community. Plans also are under way to enhance the District website to improve usability
and reinforce the District’s brand. These projects support the Superintendent’s goal of improving public confidence in the
Pittsburgh Public Schools and expanding understanding and awareness of District goals and initiatives. The Parent Survey is
included as an appendix to this publication.



The Board of Directors entered into a new five-year agreement with Superintendent Mark Roosevelt that runs through August
2014. The Board authorized the agreement to provide leadership stability as the staff works to continue the progress being made against
the goals of Excellence for All. Accomplishments under Mr. Roosevelt’s leadership have included growth in student achievement,
holding the line on taxes while improving the District’s financial situation, and establishment of The Pittsburgh Promise®, a non-needs
based scholarship that removes money as a barrier to college for students of the Pittsburgh Public Schools.

While the District has made remarkable progress in improving student achievement, there is more work to do to ensure that all
students are Promise-Ready. The Board of Directors approved Year Five Performance Goals for Superintendent Mark Roosevelt. The
Superintendent’s goals support the District’s Excellence for All plan and align with the Board’s five major goals for the District:

Maximum academic achievement for all students.

Safe and orderly environment for all students and employees;

Efficient and effective support operations for all students, families, teachers and administrators;

Efficient and equitable distribution of resources to address the needs of all students, to the maximum extent feasible;
Improved public confidence and strong parent/community engagement.

Annually the Board of School Directors sets the upcoming years goals for the Superintendent. At the end of each year the goals are
evaluated and the evaluation is voted on at a Legislative Meeting by the Board of School Directors.

arwONE

The Superintendent’s Year Five Performance Goals are as follows:

1. Finalizing Planning and Implementation of Career and Technical Education (CTE) Programming: Present to the Board a
plan for CTE no later than February 10, 2010 which creates effective options for Pittsburgh Public Schools students to access
appropriate CTE programming aligned to economic trends and needs.

The District’s emphasis on high school excellence has resulted in the introduction of new school models, such as the University
Preparatory School, Science and Technology Academy* and International Baccalaureate* which serve students in grades 6-12.

Efforts to redesign the high school experience will continue with the development and implementation of a new plan for Career
and Technical Education programming that provides the foundation students will need to pursue continuing education and success
in the job market.

*QOfficial naming of these schools will occur during the 2009-2010 school year.
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2. Expansion of Classroom Technology: Explore the use of technology to better complement and expand course offerings.

The ability to use computers and other technical equipment is a critical skill that students must acquire to be successful in higher
education as well as the job market. Staff will develop and implement plans to ensure that instructional courses make the best use
of technology to provide the highest quality instruction. Courses will be reviewed and necessary enhancements made to ensure
that students are being properly prepared to face future technological challenges and demands.

Continue Pittsburgh Public Schools progress on PSSA Exams: Show continued progress on the Pennsylvania System of
School Assessment (PSSA) exams compared to prior years by evidencing progress on a majority of the 42 testing points, meaning
movement from below basic to basic, basic to proficient, and proficient to advanced.

For the 2008-2009 school year, Pittsburgh Public Schools students continued to make substantial progress in student achievement
at almost all grade levels. For example, 45 percent of 8th graders scored advanced in reading, and ahead of grade level. This is
convincing evidence that District initiatives are beginning to take hold. The District will continue to provide students with the
strong foundation they need to excel both in the classroom and in the future with a rigorous PreK-12 curriculum focused on
developing student thinking and efforts-based learning. The District also will use funds received from the American Recovery and
Reinvestment Act (ARRA) to mount a focused and intense effort on increasing the literacy skills of its middle grades students. A
new summer camp will launch in 2010 exclusively for middle grades students. The camp is part of the District-wide effort to
prepare students for the rigors of high school and beyond. In addition, the District hopes to use stimulus dollars to build the
capacity of teachers and school staff to provide interventions for struggling readers.

Teacher Effectiveness: Develop timetables and implementation plans for The Plan to Empower Effective Teachers.

Research shows that of the school-based factors, the quality of teaching has the most significant impact on student growth. As the
next building block in the District’s vision of Excellence for All, a plan is being developed to support and empower effective
teachers. This planning has been done in collaboration with the leadership of the Pittsburgh Federation of Teachers (PFT). The
plan focuses on three strategic priorities: increase the number of highly effective teachers; increase the exposure of high-needs
students to highly effective teachers; and ensure that all teachers and students work in learning environments that promote
college-readiness. The plan builds upon the core elements that the District has already put into place to improve student
achievement, including implementation of a rigorous core curriculum; aggressive, comprehensive and ongoing professional
development to ensure quality classroom instruction; use of diagnostic assessments to get help quickly to students; and
implementation of a nationally-recognized system — Pittsburgh Urban Leadership System of Excellence (PULSE) - to train,
support, evaluate and reward principals. For more details about the plan please visit http://EmpoweringPittsburghTeachers.com




Economic Conditions and Outlook!

Pittsburgh Market Outlook Job Situations to date, Pittsburgh appears to be skirting the absolute worst of the recession. Across the
nation’s economy, the absolute most pain has been seen in all things housing related and auto related. Fortunately for Pittsburgh, it has
relatively light exposure to either of these forces. In particular, Pittsburgh never had much of a “housing boom” and as such, the loss of
that speculative housing activity has not been missed much locally. You don’t miss what you never had! Moreover, Pittsburgh’s several
educational institutions and large array of healthcare related employers have greatly steadied the local economy through the recession.
As a result, Pittsburgh’s unemployment rate will remain well below average.

Pittsburgh’s population has been declining for decades now. It is not so much a rush for the exits, as a slow drip. The region has long
since put behind it the jarring loss of much of its steel industry, and since then, the population attrition has much more to do with an
aging population and losses of younger workers as they leave to find jobs in faster growing job markets. All that said, Pittsburgh has just
about plugged its slow leak of out-migrants prior to the recession. However, as a result of job losses, it’s now likely that fewer
international migrants are arriving in Pittsburgh seeking work. But as job growth returns in the second half of next year, there should be
an improvement in migration trends.

While Pittsburgh largely skirted the worst of the housing bust, that doesn’t mean that is has not seen a drop in its volume of housing
transactions. Existing home sales peaked in the region at 31,300 homes in 2004. In comparison, Pittsburgh should see 22,100 existing
homes sold his year. The significant triumph for the region, however, is that its homes retained their value throughout this downturn.
The FHFA house price index is not projected to see an annual decline in this cycle, which is a great support to household balance sheets
in the area. With this in mind though, one should not expect a large acceleration in home prices during the recovery.

The mildness of the downturn in Pittsburgh has meant that there has not been a significant loss of personal income. Certainly residents
have suffered disappointing pay raises and bonuses, and the higher unemployment rate means that starting wages are not what they might
have been a few years ago. Still, it is not expected that personal incomes will decline outright in Pittsburgh, and median household
incomes should begin to appreciate again in the latter half of the year as the layoffs slow further.

It should also be noted that at below $47,000, household income is on the low side in the region, but housing is particularly affordable in
Pittsburgh, such as quality of life measures tend to favor Pittsburgh.
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Pittsburgh is in a relatively benign cycle. While the economy has slowed and jobs lost, the pain is significantly less than in other parts of
the country. This is a result of a simple fact: Pittsburgh did not share in much of the previous economic expansion, particularly the
speculative run-up housing prices, and as a result, did not suffer the sharp downturn as the speculative housing bubble burst. Moreover,
the region has a cadre of large, highly regarded universities and hospitals that support both high incomes and steady job counts, and
which bring a large population of students into the area. This economic core is a large part of what has made Pittsburgh so stable. Also
helping has been several large commercial construction projects, in particular, the construction of Three PNC Plaza, the new sports arena,
a new casino, and ongoing development as apart of Westinghouse’s expansion in the area.

In the outlook, expect to see further stability. While the local economy will improve, there is not much pent-up demand on the part of
businesses and household. For instance, do not expect to see a sharp rise in either hiring or wages. Also, while the housing market will
accelerate in 2010, the region is unlikely to see rapid increases in prices. Expect a return to job creation in the second half of 2010, but
with slow and steady losses in population persisting, do not expect Pittsburgh to stand-out in the recovery. Slow and steady will continue
to describe the region for the foreseeable future.

1 Issued by the Economics Division, PNC Financial Services Group, October 2009.

The impact of these Economic Conditions are constantly reviewed and monitored by the District to assess impact on Earned Income Tax
and Real Estate Tax Collections and the potential for Major Taxpayers appealing their assessed values that if successful would translate
to Real Estate Tax refunds and reduced future collections.

The four year history of real estate tax collections as a percentage of levy and has been between 93.64% and 94.32%. The 2010 budget
anticipate a collection rate of 93.00%.

Financial Matters Concerning the City of Pittsburgh

The City of Pittsburgh is the largest municipality served by the District. In November 2004, the General Assembly of the Commonwealth
of Pennsylvania adopted legislation (HB 850 and HB 197) to provide financial assistance to the City of Pittsburgh. This legislation
negatively impacts the District’s revenues as follows:

e The District, effective fiscal 2005, ceased to receive an annual appropriation of $4 million from the City of Pittsburgh, which was
established by the Regional Asset District (RAD) legislation to compensate the District for the elimination of the Personal Property
Tax.



e The District, effective fiscal 2005, had its right to levy Mercantile Tax rescinded. While the legislation referenced the incorrect
statutory authority for the District, management believes the legislative intent is very clear and the Board did not pursue levying
Mercantile Tax in fiscal 2005 or since. This legislation has had the effect of reducing District revenues by approximately $4 million
annually.

e The District has had a total of 0.25% of its Earned Income Tax authority shifted to the City of Pittsburgh by 2009. This shift is
structured such that 0.1% was transferred in 2007, 0.1% in 2008, and 0.05% in 2009. The total impact of 0.25% of the District’s
Earned Income Tax levy is approximately $12.7 million annually in 2010 and thereafter.

e By 2010, this legislation will reduce the District’s annual revenues by approximately $20.7 million.

Long & Short Term Financial Planning

The District applies a four-step process to long-term financial planning, incorporating phases for mobilization, analysis, decision, and
execution. Planning is a continuous process and the Board receives a monthly update in the form of a three-year rolling forecast at their
regularly scheduled legislative meeting.

The short-term projection is further forecast 10 years out, providing District decision makers and stakeholders the ability to change
assumptions quickly on matters such as collective bargaining agreements and capital programming to understand their long-term
ramifications.

The District faces a projected structural deficit of $9.3 million with expenditures outpacing generally flat revenues. The long-term
forecast has the following characteristics:

High cost per pupil is accelerated by declining enrollment and relatively steep fixed costs

No real capacity for local revenue enhancement exists

Key cost drivers include employee benefits and charter school payments

The impact of the General Assembly’s action to eliminate $20 million of the District’s annual revenues
Underutilized facilities create resource inequities and diseconomies of scale

Outstanding debt is growing faster than the local tax base

Staff reductions must keep pace with enrollment decline

Decisions made now through 2011 are critical to the District’s financial stability
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In short, our 10-year outlook requires strong stewardship and prioritization of spending demands, including restraint on capital appetites.

Our course requires:

e Aligning our site-based school budgets and centralized special education budgets to enroliment shifts
e Achieving targeted reductions in central office services by applying the principles of budgeting for outcomes to prioritize the
spending of 90% of our current support structure

By imposing greater discipline, the District will spend proportionately more on the things that are critical to moving student achievement, yet still
reduce the overall size of our budget and make substantial progress in slowing the growth of our cost per pupil.

BUDGET DEVELOPMENT PROCESS/TIMELINE
In Pittsburgh, the fiscal year runs from January 1 through December 31.
2010 Budget Adoption Time-line as required by Act 1 of 2006 - TAXPAYER RELIEF ACT

In December, the School Board adopts the General Fund Budget, and approves the Capital Program and Food Service Allocation. Budgets for Special
Revenue Funds are approved at other times during the year or are adjusted as the funding becomes available.

February 9, 2009 Receive certified enrollment projections for the 2009/2010 school year
from the Office of Technology.

February 27, 2009 Provide General Fund and Title | Site-Based Budgeting
allocations for the 2009/2010 school year to all schools.

March 3, 2009 Budget Development workshops for all school levels (Executive
Directors, Funding & Compliance, CTE, HR and Budget & Finance).

March 13, 2009 Due date for the 2009/2010 Site-Based General Fund and Title | budgets.

April 1, - Review of proposed Site-Based General Fund and Title | budgets.

April 3, 2008 (Deputy Superintendent, Executive Directors, Funding & Compliance, CTE, HR and Budget & Finance).
April 9, 2009 Provide by School staffing FTE budgets to Human Resources.

May 4, 2009 Board of Directors review of 2009/2010 Special Education Budget.



BUDGET DEVELOPMENT PROCESS/TIMELINE cont’d.

May 20, 2009
June 24, 2009

November 25, 2009

December 1, 2009

December 4, 2009

December 7, 2009

December 15, 2009

Legislative approval of 2009/2010 Special Education Budget.
Board considers resolution certifying Board will not increase taxes beyond index for 2010.

Deadline to make 2010 proposed final budget available for public inspection (no less than 20 days prior to adoption).
Release can be earlier.

Budget Public Hearing.

Deadline for public notice of intent to adopt (10 days prior to
Adoption).

Budget Public Hearing (Part of regular public hearing).

Regular legislative meeting adoption of budget.
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School District of Pittsburgh
List of Elected and Appointed Officials
December 2009

Board of Directors
Theresa Colaizzi
Thomas Sumpter
William Isler

Dara Ware Allen
Mark Brentley

Jean Fink

Sherry Hazuda
Floyd McCrea
Sharene Shealey

School Controller’s Office
Michael E. Lamb
Ronald Schmeiser, CPA

Superintendent’s Office
Mark Roosevelt

Deputy Superintendent’s Office
Linda Lane

Chief of Staff
Lisa Fischetti

Chief Financial Office
Christopher M. Berdnik, PRSBA
Peter J. Camarda

Pamela R. Capretta, CPA

Chief Research, Assessment & Accountabilig Office

Paulette Poncelet

Executive Director of Strategic Initiatives Office
Nancy Kodman )

Law Office
Ira Weiss

School Treasurer’s Office
Margaret L. Lanier

Elected Officials
President

First Vice President
Second Vice President
Member

Member

Member

Member

Member

Member

School Controller
Deputy School Controller

Appointed Officials
Superintendent and Secretary

Deputy Superintendent for Instruction, Assessment and Accountability
Chief of Staff and External Affairs

Chief Financial Officer/Chief Operations Officer and Assistant Secretary
Executive Director of Budget Development, Management Services and Operations
and Assistant Secretary

Director of Finance and Assistant Secretary

Chief of Research, Assessment & Accountability
Executive Director of Strategic Initiatives
Solicitor and Assistant Secretary

School Treasurer
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ABOUT THE DISTRICT

The School District of Pittsburgh operates the public school system for the City of
Pittsburgh and the Borough of Mt. Oliver, located in Southwestern Pennsylvania.

Although public education in Pittsburgh dates back to 1835, the consolidated
District was founded in November of 1911, as a result of an educational reform
movement that combined the former "ward" schools into one system with
standardized educational and business policies. Initially the district was governed
by an appointed Board of 15 members, but since 1976 has been governed by a
nine-member Board elected by districts of relatively equal populations.

Some Quick Facts...
The Schools: The Students:
14 High Schools 14,315  Elementary Students
9  Middle Schools 3,114  Middle Students
39  Elementary Schools 8,130  Secondary Students
4 Special Use Schools 363  Special School Students
66  Operating Schools 25,992  K-12 Building Membership
1 Clayton Academy (CEP) 201  Alternative School
26,123  Total K-12 Membership
1,642  PreK and Headstart
157  Offsite Pre-K and Headstart
27,922  Official Membership
Racial Balance:

Based on PPS K-12 Building Enrollment:
56.34%  African American
43.66%  White/Other

The Area:
2008 2000 1990
Population 312,800 342,503 374,039
Square Miles 553

The Finances:
Tax Structures

Real Estate 13.92 mills

Earned Income - 1.75% Net Levy — The District levies a 2% Earned Income Tax.
Section 652.1 (a) (2) of the Public School Code states that “A school district of the
first class A located in whole or in part within the city of the second class shall
share earned income tax under this section with such city of the second class as
follows; in tax year 2007, one-tenth of one per centum (0.10%) to the city, in 2008
two-tenths of one per centum (0.20%) to the city, in tax year 2009 and thereafter,
one quarter of one per centum (0.25%) to the city.”

Deed Transfer Tax -1.00% of transfer price

Bond Ratings as of October 28, 2008:

Moody’s Standard & Poors
Underlying unlimited tax pledge A2 A-
Underlying limited tax pledge A2 A-
Enhanced Al : A
Debt Limits/Ratios
Nonelectoral Debt Limit $1,133,187,808
Net Outstanding Debt 527,827,769
Direct Debt to Market Value 3.52%
Direct and Overlapping Debt 11.57%

to Market Value






Pittsburgh Public Schools District Calendar
FOR THE SCHOOL YEAR COMMENCING SEPTEMBER 3, 2009
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School District of Pittsburgh
2010 General Fund Budget
Measurement Focus and Basis of Accounting

The School District of Pittsburgh utilizes the “current financial resources” measurement focus and the modified accrual basis of
accounting for budgeting and the preparation of its audited financial statements. This focuses on the determination of and changes
in financial position, and generally only current assets and current liabilities are included on the balance sheet. Revenues are
recorded as soon as they are both measurable and available.

The revenues are recognized when they become measurable and available to finance the District’s operations. Property and
other taxes are susceptible to accrual and are recognized as current revenue when received during the year and also when
received by the District within 60 days after the close of the year.

Currently levied property and other taxes which are not received by the District within 60 days after the close of the current
year are susceptible to accrual and are recorded as deferred revenue of the General Fund after giving effect to a reserve for
uncollectible taxes.

State subsidies due to the District as current year entitlements are recognized as revenue in the year that they are due to be
received.

Revenues from federal, state, and other grants designated for payment of specified District expenditures are recognized in
the Special Revenue Funds when the related expenditures are incurred.

Expenditures are generally recorded when a liability is incurred under accrual accounting. Because of their “current
financial resources” measurement focus, expenditure recognition for governmental fund types excludes certain liabilities.
Such liabilities are not recognized as governmental fund type expenditures or fund liabilities. Exceptions to this rule are
1) principal and interest on general long-term debt, 2) compensated absences, which are recorded only when payment is
due, and 3) judgments and claims.
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Financial Policies

701. Fiscal Objectives

The Board recognizes its responsibility to district taxpayers to ensure that public monies expended by the school district are
utilized for delivery of the educational program in a manner that mandates full value to the taxpayers, and that adequate
procedures and records are established to ensure that end.

702. Budget Planning
The budget shall be designed to reflect the Board’s goals and objectives concerning the education of district students.

Therefore, the budget shall be organized and planned to ensure adequate understanding of the financial needs associated with
program support and development. The financial requirements of district programs shall be reviewed on a continual basis.

703. Budget Preparation

The Board considers preparation of an annual budget to be one of its most important responsibilities because the budget is the
financial reflection of the district’s educational plan. The budget shall be designed to support the educational plan in a
comprehensive and efficient manner, to maintain district facilities, and to honor district obligations.

704. Budget Adoption

It is the philosophy of the Board that the annual budget represents the position of the Board, and all reasonable means shall be
employed to present and explain in the preliminary and final budgets to district residents. Board members and district
administrators shall be knowledgeable about, and understand the need for, proposed expenditures.

705. Tax Levy
The Board of Public Education shall annually determine and establish local taxes. It shall provide the means to assess and

collect such taxes.

706. Tax Certification and Collection

School taxes being levied by the Board of Education shall be certified by the Board to an authority authorized to prepare tax
duplicates and by said authority properly certified to the City Treasurer, which school taxes should then be collected as
provided by law, at the same time, in the same manner, and with like authority, and subject to the same discounts and penalties
as other taxes collected in the municipality.




Financial Policies

707. Tuition Income

When the district received students who are residents of another school district, it shall assess tuition charges in accordance
with the School Code. Tuition shall be assessed for those students whose attendance has been approved by the Board, in
accordance with policy.

708. Bank Accounts
The Board, by a majority vote of the full Board, shall designate one or more banks or bank and trust companies as depositories
for the safeguarding of school funds.

709. Investments of District Funds
It shall be the policy of the Board to optimize its return through investment of cash balances in such a way as to minimize
noninvested balances and to maximize return on investments.

The primary objectives of investment activities, in priority order, shall be:
Legality — All investments shall be made in accordance with applicable laws of Pennsylvania.

Safety - Safety of principal shall be of highest priority. Preservation of capital in the portfolio of investments shall be ensured
through the mitigation of credit risk and interest rate risk.

Liquidity — Investments shall remain sufficiently liquid to meet all operating requirements that are reasonably anticipated. A
fiscal year operations anticipated cash flow shall be developed so that investments can be made as early as possible, with
maturities concurrent with anticipated cash demands.

Yield — Investments shall be made with the objective of attaining a market-average rate of return throughout the budgetary and
economic cycles, taking into account the investment risk constraints and liquidity needs.

710 Purchases Subject to Bid
It is the policy of the Board to obtain competitive bids for products and services where such bids are required by law or where
such bids may be believed to bring about a cost saving to the school district.
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Financial Policies

710.1 Minority and Women Business Participation

The Board recognizes that minority and women businesses heretofore have not always received a fair share of public
contracting, that the current minority and women business certification process has contributed to the exclusion of legitimate
minority and women businesses, that excessive time involved in contract awards and payments is a barrier to minority and
women business participation, that bid and proposal specifications (general conditions) are outdated and need to follow
national standards, that contracts awarded to majority firms with some minority or women employees contributes nothing to
minority and women business participation and should not be counted as such, that the school district must do more to build
trust among minority and women contracts and submit bids and proposals, that the school district must follow state law about
awarding contracts to the lowest responsible bidder and is not allowed to use race or gender to award contracts, and that the
school district has no strategic plan for the minority and women business program. The Board desires to increase minority
and women business participation in procurement and contracting.

711. Purchases Budgeted
It is the policy of the Board that when funds are available all purchases contemplated within the current budget and not subject
to bid shall be made in a manner that ensures the best interest of the school district.

712. Purchases not Budgeted

The laws of the state and the interests of the community require fiscal responsibility by the Board in the operation of the school
district. Appropriate fiscal controls shall be adopted to ensure that public funds are not disbursed in amounts in excess of the
appropriations provided to the district.

713. Cooperative Purchasing _

The Board recognizes the advantages of centralized purchasing. Therefore, the Board encourages the administration to seek
the benefits and savings that may accrue through joint agreements with other political subdivisions for the purchase of
supplies, equipment or services. '

714. Travel and Professional Leave ,
It is the purpose of this policy to delegate to the Superintendent or designee the responsibility and authority to approve
employee travel on district business and attendance at professional development conferences and meetings.




Financial Policies

715. Payroll Authorization

Employment of all permanent, temporary and part-time district personnel must be approved by the Board. The Board shall
authorize payment of salaries to employees. Actions by the Board to employ staff on a contractual basis may include the name
of the individual, position title, salary, period of employment, position classification, method of payment and budget category
to which the wages are to be charged. Actions by the Board to employ temporary or part-time personnel may include the name
of the individual, position title, rate of pay, position classification, the maximum number of hours or days an employee may
work, school or vocation assignment and budget category to which wages are to be charged. The minutes of Board meetings
shall record all actions with regard to resignation, retirement, death or discharge of all employees, or nonretention of a
temporary professional employee. Each action shall include the name of the employee, date upon which salary or wages will
terminate, and position formerly held.

716. Payroll Deductions
The Board may, at its discretion, act on behalf of individual employees to deduct a certain amount from the employee’s

paycheck and to remit an equal amount to an agent designated by the employee. It is the intent of this policy to designate those
purposes not otherwise mandated by law for which the Board is willing to act on behalf of the employee.

717. Payment of Bills
It is the Board’s intent to direct prompt payment of bills but at the same time to ensure that due care has been taken in the
review of district bills.

718. Petty Cash
Petty cash funds may be used for designated purposes but shall be subject to adequate controls and safeguards.

719. Student Activity Funds
Student Activity Funds should be administered in accordance with Board policy and specific written procedures developed by
the district’s appropriate officers.

Non-General Fund Use —

Student Activity Funds should be used to finance a program of activities not part of the regular curriculum. They should not
be used to circumvent management or purchasing decisions that were made for the district.
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Financial Policies

Student Use —

Student Activity Funds should be used for student activity purposes and for those students currently in school, particularly
when those students have contributed to the accumulation of the funds.

Shared Decision-Making —

Student Activity Funds should be collected and disbursed under the general direction of the building principal; however, the
principal should involve in the decision-making process those student groups and faculty members who are responsible for
generating revenue for approved projects.

Sound Business Practice —
Student Activity Funds should be managed in accordance with sound business practices.
720. District Audit

The public has the right under law to inspect and procure copies of the annual, single audit conducted by external auditors and
the periodic audits conducted by the Auditor General’s office.

721. Fund Balance

Maintaining an operating reserve (or fund balance) by adhering to a fund balance policy is not only a prudent fiscal
management tool, but also an important factor in the analysis of financial stability. Maintaining an operating reserve or rainy
day fund is the most effective practice an issuer can use to maintain a favorable credit rating. Fund balance reserve
policy/working capital reserves is the most frequently implemented, best financial management practice for governmental
issuers. Governments should maintain a prudent level of financial resources to protect against reducing service levels or
raising taxes and fees because of temporary revenue shortfalls or unpredicted one-time expenditures. A financial reserve may
be used to address unanticipated revenue shortfalls or unforeseen expenditures, providing a first defense against deficit
spending and helping to maintain liquidity when budgeted drawdowns become inevitable. The accumulation of prudent
reserves in more favorable economic times could be a resource to sustain the district in the inevitable downturn.

722. Debt
Debt may be issued to finance the district’s annual capital budget. The adopted capital budget for one (1) year will also

include an additional four-year projection.



Financial Policies

723. Basic Financial Statements and Management Discussion Analysis for State and Local Governments

The Board recognizes the need to implement the required accounting and financial reporting standards stipulated by the
Pennsylvania Department of Education. The primary objectives of implementing the GASB Statement 34 are to assure
compliance with state requirements, and properly account for both the financial and economic resources of the district.

724. Procurement Cards
The Board of School Directors is responsible for establishment of policies in conformance with state laws.

725. Federal Fiscal Compliance
The Board shall review and approve all applications for federal funds submitted by the district.

725-AR. Federal Fiscal Compliance
The district shall comply with federal requirements for procuring, using, managing and disposing of goods, materials and
equipment purchased with federal grant funds, such as Title I, including the federal Maintenance of Effort Regulation.
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Funds of the District

In December, the School Board adopts the General Fund Budget, and approves the Capital Program and Food Service Allocation. Budgets for
Special Revenue Funds are approved at other times during the year or are adjusted as the funding becomes available.

e The General Fund is the District’s primary operating fund. It accounts for all financial resources of the District except those required to be
accounted for in another fund.

e The Food Service Fund accounts for the school breakfast and lunch program.
e The Debt Service Fund accounts for the servicing of the general long-term debt of the District.
e The Capital Projects Fund accounts for the capital assets or construction of major capital projects of the District.

e Supplemental Programs — operated by the District as a result of various public and private grants.



2010 Revenue Descriptions

Local Revenues

6111 Current Real Estate Taxes
Revenue received from taxes assessed and levied upon real property.

6113 Public Utility Realty Tax
Revenue received under terms of the Public Utility Realty Tax Act (Act 66 of 1970)

Lands and structures owned by public utilities and used in providing their services are subject to state taxation under Act 66 of
1970. The state then collects and distributes a prescribed sub among local taxing authorities, and that payment of state tax shall be
in lieu of local taxes upon utility realty.

6114 Payments in Lieu of Current Taxes — State/Local Reimbursement

Revenue received in lieu of taxes for property withdrawn from the tax rolls of the LEA for public housing, forest lands, game
lands, water conservation or flood control. (This revenue is classified “From Local Sources” although payments may be received
from Public Housing Authorities, the Department of Education, the Department of Environmental Resources, the State Game
Commission or the County Commissioners.)

6161 Current Earned Income Taxes
Revenue received from taxes levied upon wages, salaries, commissions, net profits or other compensation of those who earn
income within the taxing jurisdiction of the first class school district

6168 Current Real Estate Transfer Taxes ,
Current revenue received by the first class school district for percentage assessment on the transfer price of real property within the
jurisdiction of the LEA.
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2010 Revenue Descriptions

6169 Current Mercantile Taxes

Current revenue received by the first class school district for percentage assessment of gross receipts on wholesale and retail
businesses. The tax is levied on any person engaged in one of the following businesses in a taxing district: wholesale dealers in
goods, wares and merchandise, and all persons engaged in conducting restaurants or other places where food, drink or
refreshments are sold.

6411 Delinquent Real Estate Taxes
Revenue received from taxes assessed and levied upon real property, which have become delinquent.

6461 Delinquent Earned Income Taxes
Revenue received from taxes levied upon wages, salaries, commissions, net profits or other compensation of those who earn
income within the taxing jurisdiction of the first class school district, which have become delinquent.

6510 Interest on Investments and Interest-Bearing Checking Accounts

Interest revenue received on temporary or permanent interest-bearing investments and interest-bearing checking accounts
(Investments would include U.S. treasury bills, notes, savings accounts, certificates of deposit, mortgages, or other interest-bearing
investments.)

6910 Rentals

Revenues from the rental of school property which is being used for school purposes, and the net earnings from rents and leases of
school property that is not being used for school purposes, but is being held for future use or disposal. The credit to this account
should include only receipts from flat rate rental charges not identifiable as an offset against expenditures.

6920 Contributions and Donations from Private Sources/Capital Contributions

Contributions and donations from private sources are revenues from a philanthropic foundation, private individuals or private
organizations for which no repayment or special services is expected. A capital contribution is a grant or contribution restricted
for capital purposes. Capital contributions are reported separately after non-operations revenues and expenses on the Proprietary
Fund Statement of Revenue, Expenses and Changes in Fund Net Assets.




2010 Revenue Descriptions

6940 Tuition from Patrons
Revenue received from patrons for education provided by the LEA.

6960 Services Provided other Local Governmental Units/LEAs
Revenues from services provided other local governmental units. These services could include transportation, data processing,
purchasing, maintenance, cleaning, cash management, consulting and a variety of other educational related services.

6970 Services Provided Other Funds

Services provided other funds for services such as printing or data processing, etc. This account is used normally only by the
Internal Services Fund.

6990 Refunds and Other Miscellaneous Revenue

Revenue from local sources not classified elsewhere.

State Revenues

7110 Basic Education
Revenue received from the Commonwealth of PA designated for Basic Education. This revenue is reported on the Pennsylvania
Department of Education — Basic Education Report mailed to you in June each year. Funding source —201.

7142 Nonpublic Transfers

Revenue received by a school district from the Commonwealth of PA for temporary transitional funding due to the budgetary
impact relating to students attending charter schools. (NOTE: Transitional funding is NOT available to charter schools
established through the conversion of currently operational public schools.)

7160 Tuition for Orphans and Children Placed in Private Homes
Revenue received from the Commonwealth of PA as tuition for children who are orphans and/or children placed in private homes
by the court. Payments are made in accordance with Section 1305 and 1306 of the Public School code. Funding source — 206.
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2010 Revenue Descriptions

7210 Homebound Instruction
Revenue received from the Commonwealth of PA as payment for expenses incurred for the instruction of homebound pupils.
Payments are made in accordance with Section 2510.1 of the Public School Code.

7220 Vocational Education

Revenue received from the Commonwealth of PA for vocational education expenditures, which are classified as current operating
expenditures and also for preliminary expenses in establishing an area vocational education school. Payments are made in
accordance with Sections 2504, 2506 and 2507 of the Public School Code. Funding source — 240.

7270 Specialized Education of Exceptional Pupils
Revenue received from the Commonwealth of PA for the cost of instructing exceptional children. Payments should not be
recorded here but to one of the following subaccounts.

7310 Transportation (Regular and Additional)

Revenue received from the Commonwealth of PA for pupil transportation expenditures and/or board and lodging in lieu of
transportation. Payments for pupil transportation are made in accordance with Section 2541 of the Public School Code. Payments
for board and lodging in lieu of transportation are made in accordance with Section 2542 of the Public School Code. This account
includes transportation subsidies for nonpublic and charter school students, also. Funding source — 310.

7320 Rental and Sinking Fund Payments/Building Reimbursement Subsidy
Revenue received from the Commonwealth of PA as a full or partial payment for approved lease rentals, sinking fund obligations,
or any approved LEA debt obligations for which the Department of Education has assigned a lease number.

7330 Health Services (Medical, Dental, Nurse, Act 25)

Revenue received from the Commonwealth of PA for health service expenditures. Payments are made in accordance with Section
2505.1 of the Public School Code and include revenue for medical, dental, nurse and Act 25 health services. Funding source —
330.




2010 Revenue Descriptions

\

7340 State Property Tax Reduction Allocation

Revenue received from the Commonwealth of PA designated for school district property tax reduction. Payments are made in
accordance with section 505 of Special Session Act 1 of 2006. Funding source — 204.

7810 State Share of Social Security and Medicare Taxes

Revenue received from the Commonwealth of PA designated as the Commonwealth’s matching share of the employer’s
contribution of the Social Security and Medicare Taxes for covered employees who are not Federally funded. Funding source —
322.

7820 State Share of Retirement Contributions

Revenue received from the Commonwealth of PA designated as the Commonwealth’s matching share of the employer’s
contribution of Retirement Contributions for active members of the Public School Employees Retirement System. Funding source
—323.

Other Revenues

8820 Medical Assistance Reimbursement for Administrative Claiming (Quarterly) Program

The Administrative Claiming Program reimburses LEAs for the costs associated with administrative Medicaid-related activities.
These funds also include the partial reimbursement that schools receive on behalf of the service fees paid to Leader Services for
the processing of their SBAP claims. Payments for SBAP Administrative Claiming are received from the Department of Public
Welfare. Funding source — 892

9320 Special Revenue Fund Transfers
Fund transfers from Special Revenue Funds.

9400 Sale of or Compensation for Loss of Fixed Assets
Monies received from the sale of or compensation for the loss of fixed assets.
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2010 Revenue Descriptions

9610 Revenues from Federal Sources — BABS (Build America Bonds Program)

A municipal-bond program that provides a federal subsidy to raise funds by lowering borrowing costs for states and other local
governments.



District Mission
The Pittsburgh Public Schools will be one of America’s premier school districts, student-focused, well-managed, and innovative. We

will hold ourselves accountable for preparing all children to achieve academic excellence and strength of character, so they have the
opportunity to succeed in all aspects of life.

The Pittsburgh Pledge
We know that education is the key to our future.

All of us — students, teachers, administrators, families, community, board members and other civic leaders — will take an active
role in helping all students.

We pledge to:
» Have high expectations,
- Work hard,
- Achieve academic excellence,
+ Keep our schools safe,
- Set a positive example,
- Be respectful and considerate of one another,
- Listen and be open to new ideas.

Together, we will hold ourselves accountable for achieving “Excellence for AIL”

Declaration of Beliefs
o All children can learn at high levels.
» Teachers have a profound impact on student development, and should have ample training, support and resources.
» Education begins with a safe and healthy learning environment.

» Families are an essential part of the educational process. A commitment from the entire community is necessary to
build a culture that encourages student achievement.

o Improvement in education is guided by consistent and effective leadership.

s Central office exists to serve students and schools.

60



61

The Pittsburgh Promise

The Pittsburgh Promise®, is a non-needs based scholarship that removes money as a barrier to college for students of the Pittsburgh
Public Schools.

According to the dictionary, a promise is something to count on, an indication of future success. The Pittsburgh Promise brings that
meaning to life by providing hope, opportunity and incentive for all Pittsburgh Public Schools students.

When the University of Pittsburgh Medical Center presented an extraordinary gift of $100 million to The Promise in December 2007,
nearly 1,000 members of the Class of 2008 became the first to reap the rewards of this community commitment. The grant also
challenges others to contribute so that future Promise dollars continue to help make education after high school a reality rather than a
dream for our graduates and their families.

The Pittsburgh Promise® met its year-one funding goal of $15 million during 2009, despite the serious economic challenges that were
experienced both nationally and locally. In addition, recipients of Pittsburgh Promise scholarships now may use those funds at all public
and private colleges and universities in Pennsylvania. This increased the number of Promise-eligible institutions to 240 from the original
100. Beginning with the Class of 2012, graduates of Pittsburgh Public Schools may be eligible to earn up to $40,000 ($10,000 per year)
over four years. More than 1600 students from the Class of 2008 and Class of 2009 are benefiting from Promise scholarships.

To make the Promise real for every child, we are creating a way to ensure that students are on the best path for achieving success beyond
high school. “Pathways to the Promise” will help to make it easier for students, parents, teachers, counselors and principals to understand
how a student is progressing and where additional supports are needed.

Just as regular visits to a health care provider help to maintain a child’s physical health, “Pathways to the Promise™ will provide regular
educational check-ups to make sure students are on track and gaining the knowledge and skills that they must have to be successful in

life.

The Pittsburgh Promise serves to inspire all of us in a new way. With the District, schools, teachers, parents and students working
together, all Pittsburgh Public Schools students will have the best opportunity to succeed with a Promise for the future. Visit
gy satisburaboromise ore for more information about The Pittsburgh Promise.




Goals and Priorities

The Board of Directors entered into a new five- year agreement with Superintendent Mark Roosevelt that runs through August
2014. The Board authorized the agreement to provide leadership stability as the staff works to continue the progress being made
against the goals of Excellence for All. Accomplishments under Mr. Roosevelt’s leadership have included growth in student
achievement, holding the line on taxes while improving the District’s financial situation, and establishment of The Pittsburgh
Promise®, a non-needs based scholarship that removes money as a barrier to college for students of the Pittsburgh Public Schools.

While the District has made remarkable progress in improving student achievement, there is more work to do to ensure that all
students are Promise-Ready. The Board of Directors approved Year Five Performance Goals for Superintendent Mark Roosevelt. The
Superintendent’s goals support the District’s Excellence for All plan and align with the Board’s five major goals for the District:

Maximum academic achievement for all students.

Safe and orderly environment for all students and employees;

Efficient and effective support operations for all students, families, teachers and administrators;

Efficient and equitable distribution of resources to address the needs of all students, to the maximum extent feasible;
Improved public confidence and strong parent/community engagement.

arwONE

The Superintendent’s Year Five Performance Goals are as follows:

1. Finalizing Planning and Implementation of Career and Technical Education (CTE) Programming: Present to the Board
a plan for CTE no later than February 10, 2010 which creates effective options for Pittsburgh Public Schools students to access
appropriate CTE programming aligned to economic trends and needs.

The District’s emphasis on high school excellence has resulted in the introduction of new school models, such as the
University Preparatory School, Science and Technology Academy* and International Baccalaureate* which serve students in
grades 6-12.

Efforts to redesign the high school experience will continue with the development and implementation of a new plan for
Career and Technical Education programming that provides the foundation students will need to pursue continuing education
and success in the job market.

*QOfficial naming of these schools will occur during the 2009-2010 school year.
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2. Expansion of Classroom Technology: Explore the use of technology to better complement and expand course offerings.

The ability to use computers and other technical equipment is a critical skill that students must acquire to be successful in
higher education as well as the job market. Staff will develop and implement plans to ensure that instructional courses make
the best use of technology to provide the highest quality instruction. Courses will be reviewed and necessary enhancements
made to ensure that students are being properly prepared to face future technological challenges and demands.

Continue Pittsburgh Public Schools progress on PSSA Exams: Show continued progress on the Pennsylvania System of
School Assessment (PSSA) exams compared to prior years by evidencing progress on a majority of the 42 testing points,
meaning movement from below basic to basic, basic to proficient, and proficient to advanced.

For the 2008-2009 school year, Pittsburgh Public Schools students continued to make substantial progress in student
achievement at almost all grade levels. For example, 45 percent of 8th graders scored advanced in reading, and ahead of grade
level. This is convincing evidence that District initiatives are beginning to take hold. The District will continue to provide
students with the strong foundation they need to excel both in the classroom and in the future with a rigorous PreK-12
curriculum focused on developing student thinking and efforts-based learning. The District also will use funds received from
the American Recovery and Reinvestment Act (ARRA) to mount a focused and intense effort on increasing the literacy skills
of its middle grades students. A new summer camp will launch in 2010 exclusively for middle grades students. The camp is
part of the District-wide effort to prepare students for the rigors of high school and beyond. In addition, the District hopes to
use stimulus dollars to build the capacity of teachers and school staff to provide interventions for struggling readers.

Teacher Effectiveness: Develop timetables and implementation plans for The Plan to Empower Effective Teachers.

Research shows that of the school-based factors, the quality of teaching has the most significant impact on student growth. As
the next building block in the District’s vision of Excellence for All, a plan is being developed to support and empower
effective teachers. This planning has been done in collaboration with the leadership of the Pittsburgh Federation of Teachers
(PFT). The plan focuses on three strategic priorities: increase the number of highly effective teachers; increase the exposure of
high-needs students to highly effective teachers; and ensure that all teachers and students work in learning environments that
promote college-readiness. The plan builds upon the core elements that the District has already put into place to improve
student achievement, including implementation of a rigorous core curriculum; aggressive, comprehensive and ongoing
professional development to ensure quality classroom instruction; use of diagnostic assessments to get help quickly to students;
and implementation of a nationally-recognized system — Pittsburgh Urban Leadership System of Excellence (PULSE) — to
train, support, evaluate and reward principals. For more details about the plan please visit
http://EmpoweringPittsburghTeachers.com.
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BUDGET ADMINISTRATION AND MANAGEMENT PROCESS

The General Fund budget contains all local tax revenues for the operation of the basic school program. State law requires adoption of an annual

General Fund budget, as well as the levying of taxes. It is important to note that a budget is prepared and adopted the year before the funds are
expended.

The organization of the district consists of five major offices: Deputy Superintendent, Chief of Staff & External Affairs, Chief Financial Officer/Chief
Operations Officer, Executive Director of Strategic Initiatives and Chief of Research, Assessment & Accountability. The heads of these offices report

directly to the Superintendent. The Solicitor reports to the Superintendent and the Board. The School Controller, and School Treasurer reports
directly to the Board.

District staff must stay within the amounts budgeted for specific activities or seek appropriate authorization for adjustment. The School District of

Pittsburgh, utilizes District-wide School Level Site Based Budgeting for General Fund activity. These site based budgets operate on a July 1-June 30
cost accounting cycle.
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School District of Pittsburgh
2009/10 School Year and
2010 General Fund Budget Development Timeline

In Pittsburgh, the fiscal year runs from January 1 through December 31.
2010 Budget Adoption Time-line as required by Act 1 of 2006 - TAXPAYER RELIEF ACT

In December, the School Board adopts the General Fund Budget, approves the Capital Program and Food Service Allocation. Budgets for
Special Revenue Funds are approved at other times during the year or are adjusted as the funding becomes available.

February 9, 2009 Receive certified enrollment projections for the 2009/2010 school year
from the Office of Technology.

February 27, 2009 Provide General Fund and Title | Site-Based Budgeting
allocations for the 2009/2010 school year to all schools.

March 3, 2009 Budget Development workshops for all school levels (Executive
Directors, Funding & Compliance, CTE, HR and Budget & Finance).

March 13, 2009 Due date for the 2009/2010 Site-Based General Fund and Title |
budgets.
April 1, - Review of proposed Site-Based General Fund and Title | budgets.
April 3, 2008 (Deputy Superintendent, Executive Directors, Funding & Compliance, CTE, HR and

Budget & Finance).
April 9, 2009 Provide by School staffing FTE budgets to Human Resources.

May 4, 2009 Board of Directors review of 2009/2010 Special Education Budget.



May 20, 2009

June 24, 2009

November 25, 2009

December 1, 2009

December 4, 2009

December 7, 2009

December 15, 2009

School District of Pittsburgh

2009/10 School Year and
2010 General Fund Budget Development Timeline

Legislative approval of 2009/2010 Special Education Budget.

Board considers resolution certifying Board will not increase taxes beyond index
for 2010.

Deadline to make 2010 proposed final budget available for public inspection (no less
than 20 days prior to adoption). Release can be earlier.

Budget Public Hearing.

Deadline for public notice of intent to adopt (10 days prior to
Adoption).

Budget Public Hearing (Part of regular public hearing).

Regular legislative meeting adoption of budget.
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School District of Pittsburgh
2010 General Fund Budget
Budget Development Process & Procedures

Budget Development Process

In December, the School Board adopts the General Fund Budget, and approves the Capital Program and Food Service Allocation.

A final budget must be prepared and adopted no later than December 31.

The Board of Education is required to approve transfers between objects. Administrative transfers can be made within the same objects.
Budgets for special revenue funds are approved at other times during the year or are adjusted as the funding becomes available.

Budget Development Procedures

June - Board considers resolution certifying Board will not increase taxes beyond index for upcoming year.

A resolution is submitted to the Board of Directors for approval before June 30 certifying no increase in taxes
beyond index. This information is sent to the PA Department of Education.

November — Deadline for upcoming year Proposed/Preliminary Budget

This month is the deadline to submit the District’s proposed/preliminary budget for the upcoming year for public
inspection. This release has to be no less than 20 days prior to adoption.

December — Budget Public Hearing(s)

- Deadline for Public Note of Intent to Adopt

This Public Notice has to be completed 10 days prior to adoption.

- Budget Public Hearing(s)

- Reqular Leqgislative meeting Adoption of Budget
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Economic Conditions and Outlook!

Pittsburgh Market Outlook Job Situations to date, Pittsburgh appears to be skirting the absolute worst of the recession. Across the
nation’s economy, the absolute most pain has been seen in all things housing related and auto related. Fortunately for Pittsburgh, it has
relatively light exposure to either of these forces. In particular, Pittsburgh never had much of a “housing boom” and as such, the loss of
that speculative housing activity has not been missed much locally. You don’t miss what you never had! Moreover, Pittsburgh’s several
educational institutions and large array of healthcare related employers have greatly steadied the local economy through the recession.
As a result, Pittsburgh’s unemployment rate will remain well below average.

Pittsburgh’s population has been declining for decades now. It is not so much a rush for the exits, as a slow drip. The region has long
since put behind it the jarring loss of much of its steel industry, and since then, the population attrition has much more to do with an
aging population and losses of younger workers as they leave to find jobs in faster growing job markets. All that said, Pittsburgh has just
about plugged its slow leak of out-migrants prior to the recession. However, as a result of job losses, it’s now likely that fewer
international migrants are arriving in Pittsburgh seeking work. But as job growth returns in the second half of next year, there should be
an improvement in migration trends.

While Pittsburgh largely skirted the worst of the housing bust, that doesn’t mean that is has not seen a drop in its volume of housing
transactions. Existing home sales peaked in the region at 31,300 homes in 2004. In comparison, Pittsburgh should see 22,100 existing
homes sold his year. The significant triumph for the region, however, is that its homes retained their value throughout this downturn.
The FHFA house price index is not projected to see an annual decline in this cycle, which is a great support to household balance sheets
in the area. With this in mind though, one should not expect a large acceleration in home prices during the recovery.

The mildness of the downturn in Pittsburgh has meant that there has not been a significant loss of personal income. Certainly residents
have suffered disappointing pay raises and bonuses, and the higher unemployment rate means that starting wages are not what they might
have been a few years ago. Still, it is not expected that personal incomes will decline outright in Pittsburgh, and median household
incomes should begin to appreciate again in the latter half of the year as the layoffs slow further.

It should also be noted that at below $47,000, household income is on the low side in the region, but housing is particularly affordable in
Pittsburgh, such as quality of life measures tend to favor Pittsburgh.



Pittsburgh is in a relatively benign cycle. While the economy has slowed and jobs lost, the pain is significantly less than in other parts of
the country. This is a result of a simple fact: Pittsburgh did not share in much of the previous economic expansion, particularly the
speculative run-up housing prices, and as a result, did not suffer the sharp downturn as the speculative housing bubble burst. Moreover,
the region has a cadre of large, highly regarded universities and hospitals that support both high incomes and steady job counts, and
which bring a large population of students into the area. This economic core is a large part of what has made Pittsburgh so stable. Also
helping has been several large commercial construction projects, in particular, the construction of Three PNC Plaza, the new sports arena,
a new casino, and ongoing development as apart of Westinghouse’s expansion in the area.

In the outlook, expect to see further stability. While the local economy will improve, there is not much pent-up demand on the part of
businesses and household. For instance, do not expect to see a sharp rise in either hiring or wages. Also, while the housing market will
accelerate in 2010, the region is unlikely to see rapid increases in prices. Expect a return to job creation in the second half of 2010, but
with slow and steady losses in population persisting, do not expect Pittsburgh to stand-out in the recovery. Slow and steady will continue
to describe the region for the foreseeable future.

1 Issued by the Economics Division, PNC Financial Services Group, October 2009.

The impact of these Economic Conditions are constantly reviewed and monitored by the District to assess impact on Earned Income Tax
and Real Estate Tax Collections and the potential for Major Taxpayers appealing their assessed values that if successful would translate
to Real Estate Tax refunds and reduced future collections.

The four year history of real estate tax collections as a percentage of levy has been between 93.64% and 94.32%. The 2010 budget
anticipate a collection rate of 93.00%.

Financial Matters Concerning the City of Pittsburgh

The City of Pittsburgh is the largest municipality served by the District. In November 2004, the General Assembly of the Commonwealth
of Pennsylvania adopted legislation (HB 850 and HB 197) to provide financial assistance to the City of Pittsburgh. This legislation
negatively impacts the District’s revenues as follows:

e The District, effective fiscal 2005, ceased to receive an annual appropriation of $4 million from the City of Pittsburgh, which was
established by the Regional Asset District (RAD) legislation to compensate the District for the elimination of the Personal Property
Tax.
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The District, effective fiscal 2005, had its right to levy Mercantile Tax rescinded. While the legislation referenced the incorrect
statutory authority for the District, management believes the legislative intent is very clear and the Board did not pursue levying
Mercantile Tax in fiscal 2005 or since. This legislation has had the effect of reducing District revenues by approximately $4 million
annually.

The District has had a total of 0.25% of its Earned Income Tax authority shifted to the City of Pittsburgh by 2009. This shift is
structured such that 0.1% was transferred in 2007, 0.1% in 2008, and 0.05% in 2009. The total impact of 0.25% of the District’s
Earned Income Tax levy is approximately $12.7 million annually in 2010 and thereafter.

By 2010, this legislation will reduce the District’s annual revenues by approximately $20.7 million.

Long & Short Term Financial Planning

The District applies a four-step process to long-term financial planning, incorporating phases for mobilization, analysis, decision, and
execution. Planning is a continuous process and the Board receives a monthly update in the form of a three-year rolling forecast at their
regularly scheduled legislative meeting.

The short-term projection is further forecast 10 years out, providing District decision makers and stakeholders the ability to change
assumptions quickly on matters such as collective bargaining agreements and capital programming to understand their long-term
ramifications.

The District faces a projected structural deficit of $9.3 million with expenditures outpacing generally flat revenues. The long-term
forecast has the following characteristics:

High cost per pupil is accelerated by declining enrollment and relatively steep fixed costs
No real capacity for local revenue enhancement exists

Key cost drivers include employee benefits and charter school payments

The impact of the General Assembly’s action to eliminate $20 million of the District’s annual revenues
Underutilized facilities create resource inequities and diseconomies of scale

Outstanding debt is growing faster than the local tax base

Staff reductions must keep pace with enroliment decline

Decisions made now through 2011 are critical to the District’s financial stability



In short, our 10-year outlook requires strong stewardship and prioritization of spending demands, including restraint on capital appetites.
Our course requires:

e Aligning our site-based school budgets and centralized special education budgets to enroliment shifts
e Achieving targeted reductions in central office services by applying the principles of budgeting for outcomes to prioritize the
spending of 90% of our current support structure

By imposing greater discipline, the District will spend proportionately more on the things that are critical to moving student achievement,
yet still reduce the overall size of our budget and make substantial progress in slowing the growth of our cost per pupil.
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SCHOOL DISTRICT OF PITTSBURGH
FUND 010 - GENERAL FUND
THREE YEAR ROLLING FORECAST

BASELINE PROJECTION
Actual 2009 Original Projected Projected Projected Projected
Year Ended BUDGET Year Ended Year Ended Year Ended Year Ended
2008 2009 2010 2011 2012

Total Revenues $514,163,971.37 $511,481,115.00 $515,144,485.34 $517,758,405.28 $512,8 90,396.53 $516,0 34,367.99
Total Expenditures $515,901,408.28 $524,557,838.00 $519,609,638.07 $525,371,597.00 $541,942,129.88 $571,455,343.40
Beginning Balance $73,403,945.27 $71,666,508.36  $71,666,508.36 $67,201,355.63 $59,58  8,163.91 $30,53  6,430.56
Operating Surplus/(Deficit) ($1,737,436.92) ($13,076,723.00) ($4,465,152.73) ($7,613,191.72) ($29,051,733.35) ($55,420,975.41)
Ending Fund Balance $71,666,508.36 $58,589,785.36 $67,20 1,355.63 $59,588,163.91 $30,53  6,430.56 ($24,884,544.85)
Less Projected Reservations (%4,693,507.01)  ($2,500,000.00) ($2,500,000.00) (%2, 500,000.00)  ($2,500,000.00)  ($2,499,999.00)
Unreserved Fund Balance $66,973,001.35  $56,089,785.36 $64,701,355.63 $57,088,163.91 $28,036,430.56 ($27,384,543.85)
% Budgeted Expenditures 12.98% 10.69% 12.45% 10.87% 517% -4.79%
Compliance with Fund Balance Policy Yes ___ No ]

Fund Balance Policy

Maintaining an operating reserve (or fund bal<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>